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This study examines the determinants of insurance companies’ stock returns in GCC stock 
markets using two models based on panel data over the period of 2001-2010. In the first 
model, monthly data for each of the GCC market were used to analyses the effect of 
macroeconomic variables (inflation, interest rate, money supply, oil prices and 
unemployment rate) on  insurance index’ stock returns with stock market return as the 
control variable. In the second model, using annual data, firm specific variables (earning 
per share, dividend yield, leverage, loss ratio, reinsurance dependence, solvency margin, 
affiliated investment and stability of underwriting operation), macroeconomic variables 
(inflation, money supply, oil prices and unemployment rate) and stock market return are 
all modelled together into determining their effects on insurance companies’ stock returns. 
This study applied panel data estimation which includes pooled estimation, fixed effect 
panel estimation and random effect panel estimation to derive the most appropriate 
estimation.The results from the first model indicate four out of five macroeconomic 
indicators, namely inflation, money supply, oil prices and unemployment rate, are 
significant in affecting the insurance index returns in the GCC stock markets. The analyses 
using the second model reveal that only earning per share, dividend yield, leverage and 
solvency margin effect insurance companies’ stock returns significantly. This study 
contributes to the literature in terms of revealing the effect of a comprehensive set of 
economics, firm specific and insurance company specific factors on GCC’s Insurance 
companies’ stock returns based on robust analyses. The research findings highlight crucial 
factors to be given due attention by managers, actuaries shareholders, portfolio managers 
and policy makers dealing with insurance companies in GCC markets. 
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Kajian ini meneliti penentu pulangan saham syarikat insurans dalam pasaran saham GCC 
dengan menggunakan dua model yang bersandarkan data panel dari tahun 2001-2010. 
Dalam model yang pertama, data bulanan dari setiap pasaran GCC digunakan untuk 
menganalisis kesan pemboleh ubah makroekonomi (inflasi, kadar faedah, penawaran 
wang, harga minyak dan kadar pengangguran) terhadap indeks insurans pulangan saham 
dengan pulangan pasaran saham bertindak sebagai pemboleh ubah kawalan. Model kedua 
yang mengupayakan data tahunan pula memodelkan bersekali pemboleh ubah khusus 
firma (perolehan sesaham, hasil dividen, leveraj, nisbah kerugian, kebergantungan 
insurans semula, margin mampu bayar, pelaburan bergabung, dan kestabilan operasi 
penajajaminan), pemboleh ubah makroekonomi (inflasi, penawaran wang, harga minyak 
dan kadar pengangguran) dan pulangan pasaran saham untuk menentukan kesan ketiga-
tiga aspek ini terhadap pulangan saham syarikat insurans. Kajian ini mengaplikasikan 
anggaran data panel yang melibatkan anggaran terkumpul, anggaran panel kesan tetap dan 
anggaran panel kesan rawak untuk mendapatkan anggaran yang paling bersesuaian. 
Dapatan daripada model pertama memperlihatkan empat daripada lima petunjuk 
makroekonomi, khususnya inflasi, penawaran wang, harga minyak dan kadar 
pengangguran, bersifat signifikan dalam mempengaruhi pulangan indeks insurans dalam 
pasaran saham GCC. Analisis yang menggunakan model kedua memaparkan bahawa 
hanya perolehan sesaham, hasil dividen, leveraj dan margin mampu bayar mempengaruhi 
pulangan saham syarikat insurans secara signifikan. Kajian ini menyumbang kepada kosa 
ilmu dari segi pendedahan kesan set ekonomi yang komprehensif, faktor khusus firma dan 
faktor khusus syarikat insurans terhadap pulangan saham syarikat insurans GCC 
berdasarkan analisis yang teguh. Hasil kajian mengetengahkan faktor-faktor penting yang 
perlu dipertimbangkan oleh pengurus, pemegang saham aktuari, pengurus portfolio dan 
penggubal dasar dalam pengurusan syarikat insurans di pasaran GCC.  
 
 
Kata kunci: pasaran GCC, sektor insurans, pulangan saham, teori harga asset, data panel, 
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BACKGROUND OF STUDY 
1.0 INTRODUCTION 
A number of studies have been executed to identify the determinants of stock returns in a 
number of countries and regions. While some of the factors have been found to positively 
influence returns, others were found to have negative effects. Still, it is not absolutely clear 
whether a specific factor has a negative or positive impact as the results have been 
conflicting. A few studies have been done on stock markets in Africa (Olowoniyi & 
Ojenike, 2012), in Asian stock markets (Tarazi & Gallato, 2012; Haque & Sarwar, 2012; 
Caglayan & Lajeri-Chaherli, 2009; Al-Mutairi & Al-Omar, 2007) and in the West 
(Artmann, Finter & Kempf, 2012). Most of the studies on this subject have been carried 
out in the developed nations and studies on emerging markets are growing fast. A few 
studies are also available specifically on GCC markets (Onour, 2008; Sbeiti & Haddadd, 
2011).  
 
Interestingly, studies have covered a number of factors ranging from macroeconomic to 
microeconomic factors using a number of models and statistical procedures. Most of these 
studies have focused on macroeconomic determinants of stock returns. These factors 
include inflation (Tarazi & Gallato, 2012), interest rates (Chau, 2012; Caglayan & Lajeri-
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Abd. Majid, M.S., Meera, A.K., Azis, H.A and Ibrahim. M.H (2001). “The 
Relationship between Stock Returns and Inflation: Evidence from Malaysia and 
Indonesia”, Capital Market Review, 9 (1&2): 129-154. 
Abugri, B. A. (2008). "Empirical relationship between macroeconomic volatility and 
stock returns: Evidence from Latin American markets." International Review of 
Financial Analysis, 17(2): 396-410.  
Adams, M. and M. Buckle (2000). "The determinants of operational performance in 
the Bermuda insurance market." Working Paper, European Business Management 
School, University of Wales. 
Afolabi and Efunwoye (1995). "Causes of high inflation in Nigeria." NDIC Quarterly, 
5(4): 14-20.  
Ajayi and Ojo. (2006)."Money and Banking: Analysis and Policy in the Nigerian 
Contex" Daily Graphics Nigeria Ltd.  
Alam and Salah Uddin (2009). "Relationship between interest rate and stock price: 
empirical evidence from developed and developing countries." International 
Journal of Business and Management, 4(3): P43. 
Al-Dini, Dehavi and Zarezadeh. (2011) "Fitting the Relationship between Financial 
Variablesand Stock Price through Fuzzy Regression Case study: Iran Khodro 
Company". International Journal of Business and Social Science, 11(2), 140-146. 
Al-Fayoumi, N. A. (2009). "Oil Prices and Stock Market Returns in Oil Importing 
Countries: The Case of Turkey, Tunisia and Jordan." European Journal of 
Economics, Finance and Administrative Sciences, 16. 
204 
 
Al-Khazali and Pyun (2004). "Stock prices and inflation: new evidence from the 
Pacific-Basin countries." Review of Quantitative Finance and Accounting, 22(2): 
123-140. 
Allen, D. E. and V. S. Rachim (1996). "Dividend policy and stock price volatility: 
Australian evidence." Applied Financial Economics, 6(2): 175-188. 
Al-Omar and Al-Mutairi, A. (2007). "Macroeconomic Determinants of the Behaviour 
of Kuwait Stock Exchange." Studies in Business and Economics, 13(1): 39-50. 
Al-Omar and Al-Mutairi, A. (2008). The Relationship between the Kuwaiti Banks 
Share Prices and Their Attributes. Scientific Journal of King Faisal University 
(Humanities and Management Sciences), 9(1), 325-338. 
Al-Sharkas, A. (2004). "The dynamic relationship between macroeconomic factors 
and the Jordanian Stock Market." International Journal of Applied Econometrics 
and Quantitative Studies, 1(1): 97-114. 
Al-Shubiri, F. N. (2010) "Analysis of the relationship between working capital policy 
and operating risk: an empirical study on Jordanian industrial companies" 
Investment Management and Financial Innovations, 7(2), 167-176.  
Al-Tamimi, H. A. H. (2007). "Affecting Stock Prices in the UAE Financial Markets."   
      Singapore Economic Review Conference, https://editorialexpress.com/conference/ 
      SERC2007.  
Altay, E. (2003). "The effect of macroeconomic factors on asset returns: a comparative 
analysis of the German and the Turkish stock markets in an APT framework" 
Univ., Wirtschaftswiss. Fak. 
Angoff, J. and R. Brown (2007). "An Analysis of the Profitability and Performance of 
the Michigan Auto Insurance Market." Roger Brown and Associates, May 30, 
2007, ii.  
205 
 
Apergis, N. E., S. (2002). "Interest rates, inflation, and stock prices: the case of the 
Athens Stock Exchange." Journal of Policy Modeling, 24(3): 231-236.  
Arango, A. G. a. C. E. P. (2002). "Returns and interest rate: A nonlinear relationship 
in the Bogotá stock market." Applied Financial Economics, 12(11): 835-842. 
Arditti, F. D. (1967). "Risk and the required return on equity." The Journal of Finance,  
      22(1): 19-36. 
Ariff, M. and L. W. Johnson (1990). Securities markets & stock pricing: evidence from 
a developing capital market in Asia, Longman (Singapore and White Plains, NY, 
US). 
Arouri and Rault, (2010). Oil Prices and Stock Markets: What Drives what in the Gulf 
Corporation Council Countries?  Center for Economic Studies & Institute for 
economic research.  
Artmann, Finter and Kempf (2012). "Determinants of expected stock returns: Large 
sample evidence from the German market." Journal of Business Finance & 
Accounting, 39(5‐6): 758-784. 
Asogu, J. O. (1991). "An Econometric Analysis of the Nature and causes of Inflation 
in Nigeria." Central Bank of Nigeria Economic and Financial Review, 29(3): 239-
253. 
Asprem, M. (1989). "Stock prices, asset portfolios and macroeconomic variables in 
ten European countries." Journal of Banking & Finance, 13(4): 589-612. 
Athanasoglou, Brissimis and Delis. (2008). "Bank-specific, industry-specific and 
macroeconomic determinants of bank profitability." Journal of International 




Azeez and Yonezawa (2006). "Macroeconomic factors and the empirical content of 
the Arbitrage Pricing Theory in the Japanese stock market." Japan and the World  
      Economy, 18(4): 568-591. 
Bachellerie, I. (2012). Renewable Energy in the GCC Countries. Gulf research center,   
      Retrieved July 24, 2013 from http://library.fes.de/pdf-
files/bueros/amman/09008.pdf       
Baele, Bekaert and Inghelbrecht (2010). "The determinants of stock and bond return  
      comovements." Review of Financial Studies, 23(6): 2374-2428. 
Bhatt and Sumangala, J. K. (2012). Impact of Earnings per share on Market Value of 
an equity share: An Empirical study in Indian Capital Market. Journal of Finance, 
Accounting and Management, 3(2), 1-14.  
Baker, Greenwood, Robin, Wurgler and Jeffrey (2003). "The maturity of debt issues 
and predictable variation in bond returns." Journal of Financial Economics, 70(2): 
261-291. 
Baker, M. and J. Wurgler (2000). "The equity share in new issues and aggregate stock 
returns." The Journal of Finance, 55(5): 2219-2257.  
Ball, Brown, Finn and Officer (1979). "Dividends and the value of the firm: evidence 
from the Australian equity market." Australian Journal of Management, 4(1): 13-
26.  
Baltagi and Li (1995). "Testing AR (1) against MA (1) disturbances in an error 
component model." Journal of Econometrics, 68(1): 133-151. 
Barrieu, P. A., L. (2009). The handbook of insurance-linked securities, Wiley.  
Basbug, B. (2006). The Mandatory Earthquake Insurance Scheme in Turkey. 
Baskin, J. (1989). "Dividend policy and the volatility of common stocks." The Journal 
of Portfolio Management, 15(3): 19-25.  
207 
 
Basu, S. (1983). "The relationship between earnings' yield, market value and return for 
NYSE common stocks: Further evidence." Journal of financial economics, 12(1): 
129-156.  
Belal-Uddin, M. B. (2009). "Determinants of market price of stock: A study on bank 
leasing and insurance companies of Bangladesh." Journal of Modern Accounting 
and Auditing, 5(007): 1-6. 
Beletski, T. (2006). "Inflation-linked products and optimal investment with macro 
derivatives." Unpublished thesis, http://kluedo. ub. uni-kl. 
de/volltexte/2006/2045/index. html. 
BenNaceur, S. and M. Goaied (2008). "The determinants of commercial bank interest 
margin and profitability: evidence from Tunisia." Frontiers in Finance and 
Economics, 5(1): 106-130.  
Berger, Cummins and Weiss. (1997). "The coexistence of multiple distribution 
systems for financial services: The case of property-liability insurance." Journal 
of Business, 70:515-546. 
Berwick, G. (2007). "The executives guide to insurance and risk management: Taking  
      control of your insurance programme". Sydney: QR Consulting.   
Besley, S. and E. F. Brigham (2007). Essentials of managerial finance, South-Western 
Pu. 
Bhandari, L. C. (1988). "Debt/equity ratio and expected common stock returns: 
Empirical evidence." The Journal of Finance, 43(2): 507-528. 
Bharn and Nikolova (2010). "Global oil prices, oil industry and equity returns: Russian 
experience." Scottish Journal of Political Economy, 57(2): 169-186. 
Birkmaier, U. a. H., R. (2000). "Europe in focus: Non-life markets undergoing 
structural change." Sigma 3: 1-40. 
208 
 
Bjornland, H. C. (2009). "Oil price shocks and stock market booms in an oil exporting 
country." Scottish Journal of Political Economy, 56(2): 232-254.  
Booth, Chadburn and Haberman. (2004). Modern Actuarial Theory and Practice, Crc 
Press Llc. 
Bothwell, Cooley and Hall. (1984). "A New View of the Market Structure- 
Performance Debate." The Journal of Industrial Economics, 32(4): 397-417.  
Boudoukh, J. a. R., Matthew (1993). "Stock Returns and Inflation: A Long-Horizon  
      Perspective." The American Economic Review (AER), 83(5): 1346 - 1355. 
Boyd, Liu and Jagannathan. (2005). "The stock market's reaction to unemployment 
news: Why bad news is usually good for stocks." The Journal of Finance, 60(2): 
649-672. 
Bragg, S. M. (2007). Business ratios and formulas: a comprehensive guide, John Wiley 
& Sons Inc.  
Briys, E. d. V., F. (2001). "Insurance: From Underwriting to Derivatives: Asset 
Liability Management in Insurance Companies, published by Wiley, Chichester, 
England."  
Browne, Carson and Hoyt (2001). "Dynamic financial models of life insurers." North 
American Actuarial Journal, 5(2): 11-26.  
Brueggeman, Chen and Thibodeau (1984). "Real estate investment funds: 
performance and portfolio considerations." Real Estate Economics, 12(3): 333-
354.  
Bull, R. (2008). "Financial ratios: How to use financial ratios to maximize value and 
success for your business". Amsterdam: Elsevier/CIMA Pub.  
Burda, M. and C. Wyplosz (1997). "Macroeconomie. O perspectivă europeană, 
Editura All Beck, București.  
209 
 
Burmeister, E. and K. D. Wall (1986). "The arbitrage pricing theory and 
macroeconomic factor measures." Financial Review, 21(1): 1-20.  
Cachanosky, N. (2009). "The Definition of Inflation According to Mises: Implications 
for the Debate on Free Banking." Libertarian Papers, 1: 43.  
Caglayan, M. and F. Lajeri-Chaherli (2009). "Determinants of Financial vs. Non 
Financial Stock Returns: Evidence from Istanbul Stock Exchange. University of 
Sheffield ISSN 1749-8368.  
Cai and Zhang. (2010). "Leverage change, debt overhang, and stock prices." Journal 
of Corporate Finance: 17(3), 391-402. 
Calvo, G. (1979). "Quasi-Walrasian theories of unemployment." The American 
Economic Review, 69(2): 102-107. 
Campbell, J. Y. (1987). "Stock returns and the term structure." Journal of Financial  
Economics, 18(2): 373-399. 
Canova, F. and G. De Nicolo (1995). "Stock returns and real activity: A structural 
approach." European Economic Review, 39(5): 981-1015.  
Carson, J. M. and R. E. Hoyt (1995). "Life insurer financial distress: classification 
models and empirical evidence." Journal of Risk and Insurance: 764-775.  
Cauchie, Hoesli and Isakov. (2004). "The determinants of stock returns in a small open 
economy." International Review of Economics & Finance, 13(2): 167-185. 
Chau, M. (2012). Macroeconomic Determinants of Gold Industry Stock Returns.  
Honors Projects. Paper 26.http://digitalcommons.iwu.edu/busadmin_honproj/26  
Chen, K. C. and D. D. Tzang (1988). "Interest-rate sensitivity of real estate investment 
trusts." Journal of Real Estate Research, 3(3): 13-22.  
Chen, M. H. (2007). "Macro and non-macro explanatory factors of Chinese hotel stock   
       returns." International Journal of Hospitality Management, 26(4): 991-1004.  
210 
 
Chen, Roll and Ross (1986). "Economic forces and the stock market." Journal of  
      business: 59(3) 383-403. 
Chen. (2010). "Do higher oil prices push the stock market into bear territory?" Energy   
      Economics, 32(2): 490-495. 
Chiou, J.-S. and Y.-H. Lee (2009). "Jump dynamics and volatility: Oil and the stock 
markets." Energy, 34(6): 788-796.  
Choudhry, T. (2001). "Inflation and rates of return on stocks: evidence from high 
inflation countries." Journal of International Financial Markets, Institutions and 
Money, 11(1): 75-96. 
Clare, A. D. and S. H. Thomas (1994). "Macroeconomic factors, the APT and the UK 
stock market." Journal of Business Finance & Accounting, 21(3): 309-330.  
Cook, R. D. and S. Weisberg (2009). Applied regression including computing and 
graphics, Wiley-Interscience. 
Craig, C. J. (2003). "School Portfolio Development A Teacher Knowledge Approach."  
      Journal of teacher education, 54(2): 122-134.  
Crosby, M. (2001). "Stock returns and inflation." Australian Economic Papers, 40(2): 
156-165.  
Daniel, K. D. H., D. Subrahmanyam, A. (2001). "Overconfidence, arbitrage, and 
equilibrium asset pricing." The Journal of Finance, 56(3): 921-965.  
Darrat, A. F. (1990). "Stock returns, money, and fiscal deficits." Journal of Financial 
and Quantitative Analysis, 25(03): 387-398.  
Darzi, T. A. (2011). Financial Performance of Insurance Industry in Post 
Liberalization Era in India. Department of Business & Financial Studies, Faculty 
of Commerce and Management Studies - University of Kashmir. Ph.D: 178.  
211 
 
Daykin, C. D. P. a. P. (1994). Practical risk theory for actuaries, Chapman & 
Hall/CRC.  
Dimitrov, V. and P. Jain (2006). "The value relevance of changes in financial 
leverage." Available at SSRN 708281.  
Dong, Hirshleifer and Richardson. (2006). "Does investor misvaluation drive the 
takeover market?" The Journal of Finance, 61(2): 725-762.  
Dowdy, Weardon and Chilko. (2011). Statistics for research, John Wiley & Sons,  
      Inc.  
Downs, T. W. (1991). "An alternative approach to fundamental analysis." The Journal 
of Portfolio Management, 17(2): 6-16.  
Driesprong, Jacobsen and Maat. (2008). "Striking oil: Another puzzle?" Journal of  
      Financial Economics, 89(2): 307-327.  
El-Sharif, Brown, Burton, Nixon and Russell. (2005). "Evidence on the nature and 
extent of the relationship between oil prices and equity values in the UK." Energy 
Economics, 27(6): 819-830. 
Energy Charter Secretariat. (2007). "Putting a price on energy. Brussels, 
Belgium",Energy Charter Secretariat. 
Fama and Gibbons, M. R. (1982). "Multivariate tests of financial models” 1: A new 
approach." Journal of Financial Economics, 10(1): 3-27.  
Fama, E. F. (1981). "Stock returns, real activity, inflation, and money." The American  
      Economic Review, 71(4): 545-565.  
Fama, E. F. and K. R. French (1988). "Dividend yields and expected stock returns” 
Journal of Financial Economics, 22(1): 3-25.  
Fama, E. F. and K. R. French (1992). "The cross-section of expected stock returns." 
Journal of Finance: 427-465.  
212 
 
Fama, E. F. and K. R. French (1993). "Common risk factors in the returns on stocks 
and bonds." Journal of Financial Economics, 33(1): 3-56.  
Fama, E. F. and K. R. French (1996). "Multifactor explanations of asset pricing 
anomalies." Journal of Finance, 51(1) 55-84.  
Fama, E. F. and K. R. French (1998). "Value versus growth: The international 
evidence." The Journal of Finance, 53(6): 1975-1999.  
Fang, C. R. (2010). "The impact of oil price shocks on the three BRIC countries’ stock 
prices." Department of Economics, National Cheng-Chi University, Taiwan  
Feldstein and Fabozzi, F. J (2011). "The handbook of municipal bonds. Hoboken, NJ:  
      John Wiley and Sons.” 
Filis, G. (2010). "Macro economy, stock market and oil prices: Do meaningful 
relationships exist among their cyclical fluctuations?" Energy Economics, 32(4): 
877-886. 
Financial Service Liberalization, Final Report February 28, 2006, online available at:  
      http://www.usitc.gov/publications/332/pub4084.pdf.[accessed on October 22’  
      2011 at 8:12 AM].  
Fitoussi, J.-P. and E. S. Phelps (1988). The slump in Europe: reconstructing open 
economy theory, Basil Blackwell Oxford & New York.  
Floros, C. (2004). "Stock returns and inflation in Greece." Applied Econometrics and  
      International Development, 4(2). 
Fox, T. (2011). GCC Economic Overview. Emirates NBD, Retrieved July 24, 2013 
from http://campuses.insead.edu/abu_dhabi/events/documents/tim-fox-session-1-
insead-   October-2011.pdf 
Frankel, R. and C. Lee (1998). "Accounting valuation, market expectation, and cross-
sectional stock returns." Journal of Accounting and Economics, 25(3): 283-319. 
213 
 
French a, C. W. (2003). "The Treynor capital asset pricing model." Journal of 
Investment Management, 1(2): 60-72. 
Friend, I. and M. Puckett (1964). "Dividends and stock prices." The American 
Economic Review, 54(5): 656-682. 
Gallato, R. E. T. a. C. (2012). "Determinants of Expected Stock Returns: Evidence 
from the Malaysian and Thai Markets." Available at SSRN: 
http://ssrn.com/abstract=2167679 or http://dx.doi.org/10.2139/ssrn.2167679. 
Gay Jr, R. D. (2008). "Effect of macroeconomic variables On stock market returns For 
four emerging economies: Brazil, Russia, India, and China." International 
Business & Economics Research Journal (IBER), 7(3). 
Gehr Jr, A. (1978). "Some tests of the arbitrage pricing theory." Journal of the Midwest  
      Finance Association, 4: 91-105.  
George, T. and Hwang (2007). "Leverage, financial distress and the cross section of 
stock returns.” Working paper, University of Houston. 
Geske, R. and R. Roll (1983). "The fiscal and monetary linkage between stock returns 
and inflation." Journal of Finance: 1-33. 
Gibson, C. H. (2010). Financial reporting & analysis: using financial accounting 
information, South-Western Pub. 
Gilchrist, Charles and Hubermand (2005). "Do stock price bubbles influence corporate 
investment?" Journal of Monetary Economics, 52(4): 805-827. 
Girard, Nolan and Pondillo. (2010). "Determinants of Emerging Markets’ Commercial 
Bank Stock Returns." Global Journal of Business Research, 4(2): 11-26. 
Gjerde and F. Saettem (1999). "Causal relations among stock returns and 
macroeconomic variables in a small, open economy." Journal of International 
Financial Markets, Institutions and Money, 9(1): 61-74. 
214 
 
Gogineni, S. (2008). "The stock market reaction to oil price changes." Division of 
Finance, Michael F. Price College of Business, University of Oklahoma, Norman. 
Gordon, R. H. J. R. H, (2002). Taxation, in A. J. Auerbach and M. Feldstein Handbook 
of Public Economics. 
Graham, F. C. (1996). "Inflation, real stock returns, and monetary policy." Applied 
Financial Economics, 6(1): 29-35. 
Graham, J. R. and C. R. Harvey (2001). "The theory and practice of corporate finance:  
      Evidence from the field." Journal of financial economics, 60(2-3): 187-243. 
Greene. (2003). Econometric analysis (7th ed.): prentice Hall Upper Saddle River, NJ.  
Gropp and Vesala (2004). "Deposit insurance, moral hazard and market monitoring."  
      Review of Finance, 8(4): 571-602. 
Gujarati, D. N. (2003). Basic Econometrics. 4th, New York: McGraw-Hill. 
Gulf Base. (2013). GCC Economic Overview. Retrieved July 24, 2013 from  
      http://www.gulfbase.com/GCC/AboutGCC?pageID=93 
Gulf Investment Corporation. (2011). GCC Economic Statistics. Retrieved July 24, 
2013 from: http://www.gic.com.kw/site_media/uploads/gic_ar_crtd_4.20.12.pdf 
Gunsell, N. C., S. (2007). "The Effects of Macroeconomic Factors on the London 
Stock returns: A Sectoral Approach." International Research Journal of Finance 
and Economics, 10: 140-152.  
Haan, W. J. and S. W. Sumner (2004). "The comovement between real activity and 
prices in the G7." European Economic Review, 48(6): 1333-1347.  
Hair, J. and B. B. Black B., Anderson, R. and Tatham, R. (2006). Multivariate Data 
Analysis, Upper Saddle River, NJ: Prentice-Hall. 
Hair, Black, Babin and Anderson, R. E. (2010). Multivariate data analysis (7th ed.). 
Upper saddle River, New Jersey: Pearson Education International. 
215 
 
Hamilton, J. D., 2003, What Is an Oil Shock? Journal of Econometrics, 113, 363-398. 
Hammoudeh, S. and E. Aleisa (2004). "Dynamic relationships among GCC stock 
markets and NYMEX oil futures." Contemporary Economic Policy, 22(2): 250-
269. 
Hammoudeh, S. and K. Choi (2006). "Behavior of GCC stock markets and impacts of 
US oil and financial markets." Research in International Business and Finance, 
20(1): 22-44. 
Han, Y. and G. Zhou (2013). "Trend Factor: A New Determinant of Cross-Section 
Stock Returns." Available at SSRN. 
Haque, A. and S. Sarwar (2012). "Macro-Determinants of Stock Return in Pakistan."   
      Middle-East Journal of Scientific Research, 12(4): 504-510. 
Haque, K. (2012). GCC Outlook 2012. Emirates NBD, Retrieved July 24, 2013 from: 
http://www.emiratesnbd.com/assets/cms/docs/quarterlyReports/2012/GCCQuart
erlyQ1mmm2012pdf      
Harkavy, O. (1953). "The Relation between Retained Earnings and Common Stock 
Prices for Large, Listed Corporations." Journal of Finance, 8(3): 283-297. 
Harvey, Solnik and Zhou (2002).” What Determines Expected International Asset 
Returns?” Annals of Economics and Finance, 3: 249–298. 
Hashemijoo, Ardekani and Younesi. (2012). "The Impact of Dividend Policy on Share    
Price Volatility in the Malaysian Stock Market." Journal of Business Studies 
Quarterly, 4(1). 
 Henne, Ostrowski and Reichling. (2007). "Dividend Yield and Stability versus 
Performance at the German Stock Market." FEMM Working Papers.  
Henry, P. B. (2000). "Stock market liberalization, economic reform, and emerging 
market equity prices." The Journal of Finance, 55(2): 529-564.  
216 
 
Hill et al. (2008). Principles of Econometrics. 1st Ed. New York: John Wiley & Sons.  
Hill, J. (2008). Natural Catastrophe Risk Insurance Mechanisms for Asia and the 
Pacific. G. o. J. Conference supported by the Asian Development Bank and the 
Ministry of Finance, 2009 Asian Development Bank. 
Himmelberg, Hubbard and Palia . (1999). "Understanding the determinants of 
managerial ownership and the link between ownership and performance." Journal 
of financial economics, 53(3): 353-384. 
Homa, K. E. and D. M. Jaffee (1971). "The supply of money and common stock 
prices." The Journal of Finance, 26(5): 1045-1066.  
Hoon, H. T. and E. S. Phelps (1992). "Macroeconomic shocks in a dynamized model 
of the natural rate of unemployment." The American Economic Review: 889-900. 
Hrechaniuk, B., Lutz S. and Talavera O. (2007). "Do the determinants of insurer's 
performance in EU and non-EU members differ?”. 
Huang, R., R. Masulis and Stoll (1996). "Energy shocks and financial markets." 
Journal of Futures Markets, 16(1): 1-27. 
Hurdle, G. J. (1974). "Leverage, risk, market structure and profitability." The Review 
of Economics and Statistics, 56(4): 478-485. 
Hvidt, M. (2013). Economic diversification in GCC countries: Past record and future 




Ibrahim, M. H. and H. Aziz (2003). "Macroeconomic variables and the Malaysian 




IMF. (2011). Gulf Cooperation Council Countries Enhancing Economic Outcomes in 
an Uncertain Global Economy. Retrieved July 24, 2013 from:  
       http://www.imf.org/external/pubs/ft/dp/2011/1101mcd.pdf.       
IMF. (2012). Economic Prospects and Policy Challenges for the GCC Countries. 
Retrieved July 24, 2013 from: 
       http://www.imf.org/external/pubs/ft/dp/2012/mcd1012.pdf 
Jaffe, J. F. and G. Mandelker (1979). "Inflation and the Holding Period Returns on 
Bonds." Journal of Financial and Quantitative Analysis, 14(5): 959–979. 
Jaffer, S. (2007). Islamic insurance: trends, opportunities and the future of takaful. 
London: Euromoney. 
Jary, D. and J. Jary (2000). Collins dictionary of sociology, HarperCollins Publishers. 
Jeyanthi, B.J.Q. and William SJ, M.A., (2010), “Bank stock performance since the  
      2000s”, Curpe, 3(1).  
Jhingan, M. L. (1997). Monetary Economics 4th edition, Virinda publication India. 
Johnson, H. G. (1972). Inflation and the monetarist controversy, North-holland 
Amsterdam.  
Jones, C. M. and G. Kaul (1996). "Oil and the stock markets." Journal of Finance, 
51(2): 463-491. 
Jong, Rosenthal and Dijk (2003). "The limits of arbitrage: Evidence from dual-listed   
      companies." Erasmus University working paper. 
Junttila, Larkomaa and Perttunen (1997). "The Stock Market and Macroeconomy in 
Finland in the APT Framework." LTA, 4: 97. 
Kadirvelu, A. V. S. (2004). "Determinants of Profitability: The case of Indian Public  
      Sector Power Industries." The Management Accountant: 118-124. 
218 
 
Kaul, G. (1990). "Monetary regimes and the relation between stock returns and 
inflationary expectations." Journal of Financial and Quantitative Analysis, 25(3): 
307-321. 
Kettell, B. (2011). “The Islamic banking and finance workbook: Step-by-step 
exercises to help you master the fundamentals of Islamic banking and finance". 
Chichester, U.K: Wiley.  
Keynes, J. M. (1936). The general theory of employment, interest and money, London:  
       Macmillan (reprinted 2007).  
Khan, Aamir, Qayyum, Nasir, and Khan. (2011). "Can Dividend Decisions Affect the 
Stock Prices: A Case of Dividend Paying Companies of KSE." International 
Research Journal of Finance and Economics, 76: 67-74.  
Klein, R. W. P., R. D. Shiu, W. (2002). "The capital structure of firms subject to price 
regulation: evidence from the insurance industry." Journal of Financial Services  
      Research, 21(1): 79-100.  
Kolari, J. W. and A. Anari (2001). "Stock prices and inflation." Journal of Financial  
      Research, 24(4).  
Korteweg, A. (2004). "Financial leverage and expected stock returns: evidence from 
pure exchange offers." Available at SSRN 597922.  
Kose, E. (2011). "Dissecting the leverage effect on stock returns." Retrieved May, 2: 
2011.  
Kothari, S. P. and J. Shanken (1997). "Book-to-market, dividend yield, and expected 
market returns: A time-series analysis." Journal of Financial Economics, 44(2): 
169-203.  
Koucheryavy, Y., Harju, J., Iversen and Iversen, V. B (2006). Next generation 
teletraffic and wired/wireless advanced networking: 6th international conference, 
219 
 
NEW2AN 2006, St.Petersburg, Russia, May 29-June 2, 2006: Proceedings. 
Dordrecht, Netherlands:  Springer. 
Kramaric and Galetic. (2013). “The Influence of Reinsurance on Insurance 
Companies' Profitability: Evidence from the Austrian, Croatian and Romanian 
Insurance Industry” Journal of Applied Finance & Banking, 3(6), 115-121. 
Kyereboah-Coleman, A. and K. F. Agyire-Tettey (2008). "Impact of macroeconomic  
      indicators on stock market performance: The case of the Ghana Stock Exchange."   
      Journal of Risk Finance, 9(4): 365-378.   
Laux, C. and A. Muermann (2006). "Mutual versus stock insurers: fair premium, 
capital, and solvency." CFS Working Paper Series.  
Lee, U. (1998). "A test of the proxy-effect hypothesis: evidence from the pacific basin 
countries." Quarterly Journal of Business and Economics: 40-52.  
Lintner, J. (1965). "The Valuation of Risk Assets and the Selection of Risky 
Investments in Stock Portfolios and Capital Budgets." The Review of Economics 
and Statistics, 47(1): 13-37. 
Litzenberger, R. H. and K. Ramaswamy (1982). "The Effects of Dividends on 
Common Stock Prices Tax Effects or Information Effects?" The Journal of 
Finance, 37(2): 429- 443. 
Lombardi, L. J. (2006). Valuation of life insurance liabilities: establishing reserves for 
life insurance policies and annuity contracts, ACTEX Publications.  
Lyons, W. C. and G. J. Plisga (2005). Standard handbook of petroleum and natural gas 
engineering, Gulf Professional Publishing. 
Majmudar, P. (2006). "Appraisal of a General Insurance Company." Written for and 
presented at 8th GCA, Mumbai.  
220 
 
Malik, F. and B. T. Ewing (2009). "Volatility transmission between oil prices and 
equity sector returns." International Review of Financial Analysis, 18(3): 95-100. 
Marashdeh, H. and M. B. Shrestha (2010). "Stock market integration in the GCC 
countries." International Research Journal of Finance and Economics, 37: 102-
114. 
Markowitz, H. M. (1999). "The early history of portfolio theory: 1600-1960." 
Financial Analysts Journal: 5-16. 
Marshall, D. A. (1992). "Inflation and asset returns in a monetary economy." The 
Journal of Finance, 47(4): 1315-1342. 
Maskay, B. (2007). "Analyzing the Effect of Change in Money Supply on Stock 
Prices." The Park Place Economist, 15(1). 
Maysami, R. C. H., Lee Chuin. Hamzah, Mohamad Atkin (2004). "Cointegration 
Evidence from Stock  Exchange of Singapore’s All-S Sector Indices." Journal 
Pengurusan, [e-Journal] 24, Available through: 
http://www.ukm.my/penerbit/jurnal_pdf/Jp24-03.pdf [Accessed 7 June 2012]. 
McElroy, M. B. and E. Burmeister (1988). "Arbitrage pricing theory as a restricted 
nonlinear multivariate regression model: Iterated nonlinear seemingly unrelated 
regression estimates." Journal of Business & Economic Statistics: 29-42. 
McMillan, D. G. (2005). "Non-linear dynamics in international stock market returns."  
      Review of financial economics, 14(1): 81-91. 
Meier, U. B. (2007). Existence and causes of insurance cycles in different countries: 
Four empirical contributions, Haupt Verlag AG. 
Mendenhall, W. and Sincich, T. 2003. A Second Course in Statistics: Regression 




Meyers, G. (1989). "An analysis of the capital structure of an insurance company."  
      Proceedings of the Casualty Actuarial Society, 76: 147-171. 
Miller, J. I. and R. A. Ratti (2009). "Crude oil and stock markets: Stability, instability, 
and bubbles." Energy Economics, 31(4): 559-568. 
Miller, M. H. and F. Modigliani (1961). "Dividend policy, growth, and the valuation 
of shares." Journal of Business: 411-433.  
Miller, R. E. and A. K. Gehr (1978). "Sample Size Bias and Sharpe's Performance 
Measure: A Note." Journal of Financial and Quantitative Analysis, 13(05): 943-
946.  
Modigliani, F. and M. H. Miller (1958). "The cost of capital, corporation finance and 
the theory of investment." The American Economic Review, 48(3): 261-297.  
Mohanty, et al. (2010). "Oil shocks and stock returns: The case of the Central and 
Eastern European (CEE) oil and gas sectors." Emerging Markets Review, 11(4): 
358-372. 
Morris, V. B. and K. M. Morris (2007). Standard & Poor's Dictionary of Financial 
Terms, Lightbulb Press, Inc. 
Mossin, J. (1966). "Equilibrium in a capital asset market." Econometric: Journal of 
the Econometric Society, 34 (4):768-783. 
Muradoglu, G. and S. Sivaprasad (2008). "An empirical test on leverage and stock 
returns." Retrieved April 24: 2012. 
Myers, S. C. (1977). "Determinants of corporate borrowing." Journal of financial 
economics, 5(2): 147-175. 
Myers, S. C. and R. A. Brealey (2000). "Principles of corporate finance." Nova Iorque: 
Mc Graw Hill/Irwin. 
222 
 
Naceur and Goaied (2010). "The determinants of the Tunisian deposit banks' 
performance." Applied Financial Economics, 11(3): 317-319. 
Narayan, P. K. and S. Narayan (2010). "Modelling the impact of oil prices on 
Vietnam's stock prices." Applied energy, 87(1): 356-361. 
Nasseh, A. and J. Strauss (2000). "Stock prices and domestic and international 
macroeconomic activity: a cointegration approach." The Quarterly Review of 
Economics and Finance, 40(2): 229-245. 
Nasseh, A. and J. Strauss (2004). "Stock prices and the dividend discount model: did 
their relation break down in the 1990s?" The Quarterly Review of Economics and 
Finance, 44(2): 191-207. 
National Association of Insurance Commissioners Commissioners, N. A. o. I. 
(November 2009). "Affiliated investments.  Retrieved from:  
http://www.naic.org/documents/committees_e_capad_lrbc_lr039_data_guidance.
pdf. 
Nazir, Nawaz, Anwar and Ahmed. (2010). "Determinants of stock price volatility in 
karachi stock exchange: The mediating role of corporate dividend policy." 
International Research Journal of Finance and Economics, 55: 100-107. 
Nazir, A., Nawaz (2012). "How Dividend Policy Affects Volatility of Stock Prices of 
Financial Sector Firms of Pakistan." Uro Journals Publishing, Inc., American 
Journal of Scientific Research, 61: 132-139. 
Ngoc, K. H. a. L. K. (2009). "The impact of macroeconomic indicators on Vietnamese 
stock prices." Journal of Risk Finance, 10(4): 321-332. 
Rodgers and Nicewander. (1988). "Thirteen Ways to Look at the Correlation 
Coefficient." The American Statistician, 42(1): 59-66. 
223 
 
Nishat, M. and C. M. Irfan (2001). Dividend policy and stock price volatility in 
Pakistan. The Annual General Meeting of PSDE, Pakistan Institute of 
Development Economics, Pakistan. 
Nissim, D. and S. H. Penman (2003). "The Association between Changes in Interest 
Rates, Earnings, and Equity Values." Contemporary Accounting Research, 20(4): 
775-804. 
Ohlson, J. A. (1995). "Earnings, Book Values, and Dividends in Equity Valuation."  
      Contemporary accounting research, 11(2): 661-687. 
Oi, W. Y. (1962). "Labor as a quasi-fixed factor." The Journal of Political Economy, 
70(6): 538-555. 
Olowoniyi, A., & Ojenike, J. (2012). Determinants of stock return of Nigerian-listed 
firms. Journal of Emerging Trends in Economics and Management Sciences, 3(4), 
389-392.  
Onour, I. A. (2008). "What drives short-term GCC stock market returns? Empirical 
evidence from fat-tailed distribution." Afro-Asian Journal of Finance and 
Accounting, 1(1): 17-25. 
Papapetrou, E. (2001). "Oil price shocks, stock market, economic activity and 
employment in Greece." Energy Economics, 23(5): 511-532. 
Park, J. and R. A. Ratti (2008). "Oil price shocks and stock markets in the US and 13  
      European countries." Energy Economics, 30(5): 2587-2608.  
Patra, T. and S. Poshakwale (2006). "Economic variables and stock market returns: 
evidence from the Athens stock exchange." Applied Financial Economics, 16(13): 
993-1005.  
Paul, S. and G. Mallik (2003). "Macroeconomic factors and bank and finance stock 




Penman, Richardson and Tuna. (2007). "The Book to Price Effect in Stock Returns:  
      Accounting for Leverage." Journal of Accounting Research, 45(2): 427-467. 
Pesaran, Shin and Smith. (2001). "Bounds testing approaches to the analysis of level 
relationships." Journal of applied econometrics, 16(3): 289-326. 
Phelps, E. S. (1968). "Population Increase." Canadian Journal of Economics, 35: 497-
518. 
Phelps, E. S. (1994). Structural slumps: The modern equilibrium theory of 
unemployment, interest, and assets, Harvard University Press. 
Pierrel and B. Kwok (1999). "Stock returns and inflation: a new test of competing 
hypotheses." Applied Financial Economics, 9(6): 567-581. 
Pilbeam, K. (2001). "The East Asian financial crisis: getting to the heart of the issues."  
      Managerial Finance, 27(1/2): 111-133. 
Pilinkus, D. and V. Boguslauskas (2009). "The short-run relationship between stock 
market prices and macroeconomic variables in Lithuania: an application of the 
impulse response function." Inzinerine Ekonomika–Engineering Economics, 5: 
26-33. 
Standard and Poor's, S. (2005). "The Dangers of Dependence on Reinsurance.  
     Retrieved from:  
     http://www2.standardandpoors.com/spf/pdf/media/Dangers_of_dependence.pdf." 
Puah and Jayaraman (2007). "Macroeconomic activities and stock prices in a South 
Pacific Island economy." International Journal of Economics and Management, 
1(2): 229-244. 
Quayes, S. and A. Jamal (2008). "Does inflation affect stock prices?" Applied 
Economics Letters, 15(10): 767-769. 
225 
 
Rahman, M. and M. Ashraf (2008). "Influences of Money Supply and Oil Price on US 
Stock Market." North American Journal of Finance and Banking Research, 2(2). 
Rahman, Sidek and Tafri (2009). "Macroeconomic determinants of Malaysian stock 
market." African Journal of Business Management, 3(3): 095-106. 
Rashid, A. and A. Rehman (2008). "Dividend policy and stock price volatility: 
Evidence from Bangladesh." Journal of Applied Business and Economics, 8 (4): 
71-80. 
Ratanapakorn, O. and S. C. Sharma (2007). "Dynamic analysis between the US stock 
returns and the macroeconomic variables." Applied Financial Economics, 17(5): 
369-377.  
Rault, C. and M. E. H. Arouri (2009). "On the influence of oil prices on stock markets:  
      Evidence from panel analysis in GCC countries." William Davidson Institute  
     Working Papers Series.  
Ravichandran, K. and K. A. Alkhathlan (2010). "Impact of Oil Prices on GCC Stock  
      Market." Research in Applied Economics, 2(1).  
Reboredo, J. C. (2012). "Modelling oil price and exchange rate co-movements." 
Journal of Policy Modeling, 34(3): 419-440.  
Reilly, Wright and Johnson. (2007). "Analysis of the interest rate sensitivity of 
common stocks." The Journal of Portfolio Management, 33(3): 85-107.  
Reaz Uddin,Rahman, Hossain (2013). Determinants of Stock Prices in Financial 
Sector Companies in Bangladesh- A Study on Dhaka Stock Exchange (DSE). 
Interdisciplinary Journal of Contemporary Research in Business, 5(3), 471-480. 
Rodgers, J. and W. A. Nicewander (1988). "Thirteen ways to look at the correlation 
coefficient." The American Statistician, 42(1): 59-66.  
226 
 
Roll, R. and S. A. Ross (1980). "An empirical investigation of the arbitrage pricing 
theory." Journal of finance: 1073-1103.  
Ross, S. A. (1976). "The Arbitrage Theory of Capital Asset Pricing”." Journal of 
Economic Theory, 13: 341-360. 
Ross, S. A. and M. Walsh (1983). "A simple approach to the pricing of risky assets 
with uncertain exchange rates." Research in international business and Finance, 
3: 39-54. 
Roux, Villiers, Hamman and Joubert. (2005). "The influence of the nature of an 
enterprise's activities on earnings per share and cash flow per share as determinants 
of share prices." J. Stud. Econ. Econometrics, 29(1). 
Rozeff, M. S. (1974). "Money and stock prices: Market efficiency and the lag in effect 
of monetary policy." Journal of financial economics, 1(3): 245-302.  
Sadorsky, P. (1999). "Oil price shocks and stock market activity." Energy Economics, 
21(5): 449-469.  
Sadorsky, P. (2003). "The macroeconomic determinants of technology stock price 
volatility." Review of financial Economics, 12(2): 191-205.  
Salah Uddin and Alam (2007). "The impacts of interest rate on stock market: empirical 
evidence from Dhaka Stock Exchange." South Asian Journal of Management 
Sciences1(2): 123-132.  
Salop, S. C. (1979). "A model of the natural rate of unemployment." The American 
Economic Review, 69(1): 117-125.  
Salop, S. C. (1979). "Monopolistic competition with outside goods." The Bell Journal 





Sbeiti and Haddadd. (2011). "Stock markets’ dynamics in oil-dependent economies:  
      Evidence from the GCC countries." International Research Journal of Applied  
      Finance, 2: 205-250.  
Sedik, T. S. (2011). "Global and Regional Spillovers to GCC Equity Markets". 
Washington: International Monetary Fund.  
Sekaran, U. (2003). Research methods for business (4th ed.). Hoboken, NJ: John Wiley 
& Sons. 
Sellin, P. (2001). "Monetary policy and the stock market: theory and empirical 
evidence." Journal of Economic Surveys, 15(4): 491-541.  
Shanken, J. (1982). "The arbitrage pricing theory: is it testable?" Journal of finance, 
37(5): 1129-1140. 
Sharpe, W. F. (1964). "Capital asset prices: A theory of market equilibrium under 
conditions of risk." The Journal of Finance, 19(3): 425-442.  
Shediac, R., Khanna, P., Rahim, T., and Samman, H. (2011). Integrating, Not 
Integrated A Scorecard of GCC Economic Integration. Booz & Company Inc, 
Retrieved July 24, 2013 from http://www.booz.com/media/file/BoozCo-
Scorecard-GCC-EconomicIntegration.pdf 
Shefrin, H. and M. Statman (2000). "Behavioral portfolio theory." Journal of 
Financial and Quantitative Analysis, 35(02): 127-151.  
Shiblee Iv, L. S. (2009). "The Impact of Inflation, GDP, Unemployment, and Money 
Supply on Stock Prices." SSRN eLibrary. 
Shiu, Y. (2004). "Determinants of UK General Insurance Company Performance." 
British Actuarial Journal, 10(V): 1079-1110.  
228 
 
Siti Nurazira, M. D. (2003). Macroeconomic Variables and Stock Prices in Malaysia: 
An Empirical Analysis from the Pre-and Post-July 1997 Period. Sintok, UUM. 
Masters. Sociology, C. D. (2000). Glasgow, HarperCollins Publishers. 
Somoye, Akintoye and Oseni. (2009). "Determinants of equity prices in the stock 
markets." International Research Journal of Finance and Economics, (30): 177-
189. 
Spyrou, S. (2001). "Stock returns and inflation: evidence from an emerging market." 
Applied Economics Letters, 8(7): 447-450. 
Stickney, Weil, Schipper and Francis. (2007). financial reporting, financial statement 
analysis, and valuation: a strategic perspective, Thomson South-Western. 
Stickney, Weil, Schipper and Francis (2009). Financial accounting: an introduction to 
concepts, methods and uses, South-Western Pub. 
Stock, J. H. and M. W. Watson (2003). Introduction to econometrics, Addison Wesley 
New York. 
Sunde, T. and A. Sanderson (2009). "A Review of the Determinants of Share Prices."  
      Journal of Social Sciences, 5(3): 188-192.  
Sweeney, R. J. and A. D. Warga (1986). "The pricing of interest-rate risk: Evidence 
from the stock market." Journal of Finance: 393-410. 
Tarazi, R. and C. Gallato (2012). "Determinants of Expected Stock Returns: Evidence 
from the Malaysian and Thai Markets." Available at SSRN 2167679.  
Tatom, J. A. (2002). "Stock prices, inflation and monetary policy." Business 
Economics, 37(4): 7-19. 
Tennant and Starks. (1993). "Stock versus mutual ownership structures: The risk 
implications." Journal of Business, 66(1): 29-46. 
229 
 
Thaker, Rohilina, Hassama and Fouad (2009). "Effects of Macroeconomic Variables 
on Stock Prices in Malaysia: An Approach of Error Correction Model." Munich 
Personal RePEc Archive, MPRA Paper No. 20970 (2009).  
The Economist Intelligence. (2011). GCC trade and investment flows: The emerging-
market surge. Retrieved July 24, 2013 from 
http://graphics.eiu.com/upload/eb/GCC_Trade_and_Investment_Flows_Falcon%
20South_Web_22_MARCH_2011.pdf  
Titman, S. a. A. W. (1986). "“Risk and Performance of Real Estate Investment Trust: 
A Multiple Index Approach." Areuea Journal, 14: 414-431.  
Tortoriello, R. (2009). Quantitative strategies for achieving alpha, McGraw Hill.  
Tseng, K. C. (1982). "The Impact of Inflation on Stock Price." Financial Review, 
17(2): 90-90.  
Tsoukalas, D. and S. Sil (1999). "The determinants of stock prices: evidence from the 
United Kingdom stock market." Management Research News, 22(5): 1-14.  
Tu and Li. (2013). "The Impact of Macro-Economic Factors on Banking Industry 
Stock Return in China" Journal of Finance, Investment, Marketing and 
Administration 3(1): 200-220. 
Tunalh, H. (2010). "The Analysis of Relationships between Macroeconomic Factors 
and Stock Returns: Evidence from Turkey Using VAR Model “International 
Research Journal, 57, 169-182. 
Türsoy, N. G. a. H. R. (2008). "Macroeconomic Factors, the APT and the Istanbul 




Udegbunam, R. I. and P. O. Eriki (2001). "Inflation and Stock Price Behavior: 
Evidence from Nigerian Stock Market." Journal of Financial Management & 
Analysis, 14(1): 1-10. 
Ugur, S. R. S. (2005). "Inflation, Stock Returns, and Real Activity in Turkey." The 
Empirical Economics Letters, 6(2): 181-192. 
Umar, Y. A. (2008). "Fundamental Analysis of Saudi Emerging Market Stock Returns 
1990-2004." Journal of Knowledge Globalization, 1(1). 
Vijayakumar, A. and S. Kadirvelu (2004). "Determinants of Profitability: The case of 
Indian Public Sector Power Industries." Management Accountant-Calcutta, 39(2): 
118-132. 
Vinh, V. T. L. a. N. T. T. (2011). "The impact of oil prices, real effective exchange 
rate and inflation on economic activity: Novel evidence for Vietnam." Discussion 
Paper Series. 
Vo and Batten (2011). "An Empirical Investigation of Liquidity and Stock Returns  
      Relationship in Vietnam Stock Markets during Financial Crisis." MPRA Paper No.  
      29862, Available at http://mpra.ub.uni-muenchen.de/29862/   
Wasserfallen, W. (1989). "Macroeconomics news and the stock market: evidence from  
      Europe." Journal of Banking & Finance, 13(4): 613-626.  
Watsham, T. J. and K. Parramore (1997). Quantitative methods in finance, Cengage  
      Learning Business Press. 
Welfens, P. J. J. (2011). Innovations in macroeconomics, Springer Verlag. 
Wilson, J. W. and C. P. Jones (1987). "Common stock prices and inflation: 1857-
1985." Financial Analysts Journal, 43(4): 67-71. 
Wong, Khan, and Du. (2005). "Money, Interest Rate, and Stock Prices: New Evidence 
from Singapore and the United States." U21Global Working Paper No. 007/2005. 
231 
 
Wongbangpo, P. and S. C. Sharma (2002). "Stock market and macroeconomic 
fundamental dynamic interactions: ASEAN-5 countries." Journal of Asian 
Economics, 13(1): 27-51. 
Wooldridge, J. M. (2003). Introductory econometrics: A modern approach, South-
Western Pub. 
World Economic Forum. (2007).The United Arab Emirates and the World: Scenarios 
to 2025. Retrieved July 24, 2013 from:  
       http://www.weforum.org/pdf/scenarios/UAE.pdf 
Yeh, and Chi. (2009). "The Co-Movement and Long-Run Relationship between 
Inflation and Stock Returns: Evidence from 12 OECD Countries." Journal of 
Economics and Management, 5(2): 167-186. 
Zhang, M. (2008). "A theoretical and empirical study of computing earnings per 
share.” ProQuest. 
Zhou, C. (1996). "Stock market fluctuations and the term structure. Board of governors 
of the federal reserve system." Finance and Economics Discussion Series, 96(03). 
 (Canadian Institute of Actuaries. (1998). Standard of practice on dynamic capital 
adequacy testing (in effect January 1, 1999). Retrieved  
fromhttp://www.actuaries.ca/publications/sop_e.html.) (Justia US Law. 
Delaware Code. Retrieved January 24, 2013 from:  
      http://law.justia.com/codes/delaware/2012/title12/c033/3312/.)   
"International Labor Organization Germany, (2011) A Job-Centred Approach. 
Geneva: International Labor Organization.” 





(NAIC. (2001). Insurance regulatory information system: Property/casualty edition.  
       Retrieved frm http:\\www.naic.org.)   
(QFCA strategic plan. (2011). The case for insurance. Retrieved January 24, 2013 from  
        http://www.globalreinsurance.com/digital/qatar2011/downloads/Insurance-  
        Business-Case-2011.pdf.)    
(Thomson Reuters. (2013). Solvency margin. Retrieved January 24, 2013 from  





































































































01 02 03 04 05 06 07 08 09 10
 7























































































































































01 02 03 04 05 06 07 08 09 10
 7



































































01 02 03 04 05 06 07 08 09 10
 7






























































01 02 03 04 05 06 07 08 09 10
 7







































































01 02 03 04 05 06 07 08 09 10
 7

































































01 02 03 04 05 06 07 08 09 10
 7
STOCK MARKET RETURN (SMR)    
240 
 


























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Appendix C (Summary Statistics of All Variables- Second Model by Cross Section) 












































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Appendix D (Pearson Correlation by Stock Market)-First Model 
 










 ISR DLNCPI DINTR DLNMS DLNOP DUNMR SMR 
ISR Pearson Correlation 1 -.002 .062 .033 -.019 .030 .177 
Sig. (2-tailed)  .983 .502 .719 .833 .742 .053 
N 120 120 120 120 120 120 120 
DLNCPI Pearson Correlation -.002 1 -.023 -.032 -.107 -.051 .045 
Sig. (2-tailed) .983  .802 .732 .245 .581 .629 
N 120 120 120 120 120 120 120 
DINTR Pearson Correlation .062 -.023 1 -.205* .056 -.010 -.015 
Sig. (2-tailed) .502 .802  .025 .545 .910 .872 
N 120 120 120 120 120 120 120 
DLNMS Pearson Correlation .033 -.032 -.205* 1 -.060 .046 .080 
Sig. (2-tailed) .719 .732 .025  .512 .621 .388 
N 120 120 120 120 120 120 120 
DLNOP Pearson Correlation -.019 -.107 .056 -.060 1 -.008 .176 
Sig. (2-tailed) .833 .245 .545 .512  .935 .055 
N 120 120 120 120 120 120 120 
DUNMR Pearson Correlation .030 -.051 -.010 .046 -.008 1 .117 
Sig. (2-tailed) .742 .581 .910 .621 .935  .204 
N 120 120 120 120 120 120 120 
SMR Pearson Correlation .177 .045 -.015 .080 .176 .117 1 
Sig. (2-tailed) .053 .629 .872 .388 .055 .204  
N 120 120 120 120 120 120 120 
*. Correlation is significant at the 0.05 level (2-tailed). 
262 
 




 ISR DLNCPI DINTR DLNMS DLNOP DUNMR SMR 
ISR Pearson Correlation 1 .160 -.224* .014 .278** -.143 .404** 
Sig. (2-tailed)  .080 .014 .881 .002 .119 .000 
N 120 120 120 120 120 120 120 
DLNCPI Pearson Correlation .160 1 .069 .134 -.157 -.022 .017 
Sig. (2-tailed) .080  .451 .144 .086 .812 .855 
N 120 120 120 120 120 120 120 
DINTR Pearson Correlation -.224* .069 1 .086 -.095 .012 -.206* 
Sig. (2-tailed) .014 .451  .351 .303 .893 .024 
N 120 120 120 120 120 120 120 
DLNMS Pearson Correlation .014 .134 .086 1 -.148 -.202* -.051 
Sig. (2-tailed) .881 .144 .351  .107 .027 .583 
N 120 120 120 120 120 120 120 
DLNOP Pearson Correlation .278** -.157 -.095 -.148 1 .033 .289** 
Sig. (2-tailed) .002 .086 .303 .107  .720 .001 
N 120 120 120 120 120 120 120 
DUNMR Pearson Correlation -.143 -.022 .012 -.202* .033 1 -.114 
Sig. (2-tailed) .119 .812 .893 .027 .720  .215 
N 120 120 120 120 120 120 120 
SMR Pearson Correlation .404** .017 -.206* -.051 .289** -.114 1 
Sig. (2-tailed) .000 .855 .024 .583 .001 .215  
N 120 120 120 120 120 120 120 
*. Correlation is significant at the 0.05 level (2-tailed). 















 ISR DLNCPI DINTR DLNMS DLNOP DUNMR SMR 
ISR Pearson Correlation 1 -.038 -.049 .110 .124 -.266** .195 
Sig. (2-tailed)  .713 .638 .290 .232 .009 .058 
N 95 95 95 95 95 95 95 
DLNCPI Pearson Correlation -.038 1 -.038 .041 .132 .024 .264** 
Sig. (2-tailed) .713  .712 .694 .203 .817 .010 
N 95 95 95 95 95 95 95 
DINTR Pearson Correlation -.049 -.038 1 -.221* -.061 -.005 .033 
Sig. (2-tailed) .638 .712  .032 .554 .963 .750 
N 95 95 95 95 95 95 95 
DLNMS Pearson Correlation .110 .041 -.221* 1 -.060 -.082 .040 
Sig. (2-tailed) .290 .694 .032  .563 .431 .704 
N 95 95 95 95 95 95 95 
DLNOP Pearson Correlation .124 .132 -.061 -.060 1 .294** .399** 
Sig. (2-tailed) .232 .203 .554 .563  .004 .000 
N 95 95 95 95 95 95 95 
DUNMR Pearson Correlation -.266** .024 -.005 -.082 .294** 1 -.036 
Sig. (2-tailed) .009 .817 .963 .431 .004  .728 
N 95 95 95 95 95 95 95 
SMR Pearson Correlation .195 .264** .033 .040 .399** -.036 1 
Sig. (2-tailed) .058 .010 .750 .704 .000 .728  
N 95 95 95 95 95 95 95 
**. Correlation is significant at the 0.01 level (2-tailed). 















 ISR DLNCPI DINTR DLNMS DLNOP DUNMR SMR 
ISR Pearson Correlation 1 -.092 .324* -.141 .434** .260 .450** 
Sig. (2-tailed)  .554 .032 .360 .003 .088 .002 
N 44 44 44 44 44 44 44 
DLNCPI Pearson Correlation -.092 1 -.333* .133 -.131 -.429** -.062 
Sig. (2-tailed) .554  .027 .391 .398 .004 .687 
N 44 44 44 44 44 44 44 
DINTR Pearson Correlation .324* -.333* 1 -.235 .292 .832** .306* 
Sig. (2-tailed) .032 .027  .124 .054 .000 .044 
N 44 44 44 44 44 44 44 
DLNMS Pearson Correlation -.141 .133 -.235 1 -.109 -.287 -.137 
Sig. (2-tailed) .360 .391 .124  .480 .059 .374 
N 44 44 44 44 44 44 44 
DLNOP Pearson Correlation .434** -.131 .292 -.109 1 .256 .504** 
Sig. (2-tailed) .003 .398 .054 .480  .093 .000 
N 44 44 44 44 44 44 44 
DUNMR Pearson Correlation .260 -.429** .832** -.287 .256 1 .237 
Sig. (2-tailed) .088 .004 .000 .059 .093  .121 
N 44 44 44 44 44 44 44 
SMR Pearson Correlation .450** -.062 .306* -.137 .504** .237 1 
Sig. (2-tailed) .002 .687 .044 .374 .000 .121  
N 44 44 44 44 44 44 44 
*. Correlation is significant at the 0.05 level (2-tailed). 















 ISR DLNCPI DINTR DLNMS DLNOP DUNMR SMR 
ISR Pearson Correlation 1 -.104 .027 -.010 .304** .026 .207* 
Sig. (2-tailed)  .315 .792 .924 .003 .803 .043 
N 96 96 96 96 96 96 96 
DLNCPI Pearson Correlation -.104 1 -.146 .044 .124 -.335** .309** 
Sig. (2-tailed) .315  .155 .673 .228 .001 .002 
N 96 96 96 96 96 96 96 
DINTR Pearson Correlation .027 -.146 1 .071 .043 .026 .055 
Sig. (2-tailed) .792 .155  .491 .680 .802 .596 
N 96 96 96 96 96 96 96 
DLNMS Pearson Correlation -.010 .044 .071 1 .019 -.097 .082 
Sig. (2-tailed) .924 .673 .491  .854 .347 .426 
N 96 96 96 96 96 96 96 
DLNOP Pearson Correlation .304** .124 .043 .019 1 .004 .151 
Sig. (2-tailed) .003 .228 .680 .854  .966 .141 
N 96 96 96 96 96 96 96 
DUNMR Pearson Correlation .026 -.335** .026 -.097 .004 1 .026 
Sig. (2-tailed) .803 .001 .802 .347 .966  .803 
N 96 96 96 96 96 96 96 
SMR Pearson Correlation .207* .309** .055 .082 .151 .026 1 
Sig. (2-tailed) .043 .002 .596 .426 .141 .803  
N 96 96 96 96 96 96 96 
**. Correlation is significant at the 0.01 level (2-tailed). 























 ISR DLNCPI DINTR DLNMS DLNOP DUNMR SMR 
ISR Pearson Correlation 1 -.260* -.064 .211 .241* -.083 .132 
Sig. (2-tailed)  .022 .581 .065 .035 .474 .252 
N 77 77 77 77 77 77 77 
DLNCPI Pearson Correlation -.260* 1 .029 -.152 -.023 .253* .035 
Sig. (2-tailed) .022  .801 .187 .840 .027 .761 
N 77 77 77 77 77 77 77 
DINTR Pearson Correlation -.064 .029 1 .066 -.041 -.118 .031 
Sig. (2-tailed) .581 .801  .571 .723 .307 .786 
N 77 77 77 77 77 77 77 
DLNMS Pearson Correlation .211 -.152 .066 1 .129 -.205 .235* 
Sig. (2-tailed) .065 .187 .571  .265 .074 .040 
N 77 77 77 77 77 77 77 
DLNOP Pearson Correlation .241* -.023 -.041 .129 1 -.022 .262* 
Sig. (2-tailed) .035 .840 .723 .265  .852 .022 
N 77 77 77 77 77 77 77 
DUNMR Pearson Correlation -.083 .253* -.118 -.205 -.022 1 .007 
Sig. (2-tailed) .474 .027 .307 .074 .852  .955 
N 77 77 77 77 77 77 77 
SMR Pearson Correlation .132 .035 .031 .235* .262* .007 1 
Sig. (2-tailed) .252 .761 .786 .040 .022 .955  
N 77 77 77 77 77 77 77 















 ISR DLNCPI DINTR DLNMS DLNOP DUNMR SMR 
ISR Pearson Correlation 1 -.101 .126 .153 .115 -.079 .290* 
Sig. (2-tailed)  .380 .273 .185 .320 .495 .011 
N 77 77 77 77 77 77 77 
DLNCPI Pearson Correlation -.101 1 .029 -.152 -.023 .253* .036 
Sig. (2-tailed) .380  .801 .187 .840 .027 .754 
N 77 77 77 77 77 77 77 
DINTR Pearson Correlation .126 .029 1 .066 -.041 -.118 .032 
Sig. (2-tailed) .273 .801  .571 .723 .307 .781 
N 77 77 77 77 77 77 77 
DLNMS Pearson Correlation .153 -.152 .066 1 .129 -.205 .137 
Sig. (2-tailed) .185 .187 .571  .265 .074 .235 
N 77 77 77 77 77 77 77 
DLNOP Pearson Correlation .115 -.023 -.041 .129 1 -.022 .352** 
Sig. (2-tailed) .320 .840 .723 .265  .852 .002 
N 77 77 77 77 77 77 77 
DUNMR Pearson Correlation -.079 .253* -.118 -.205 -.022 1 -.021 
Sig. (2-tailed) .495 .027 .307 .074 .852  .855 
N 77 77 77 77 77 77 77 
SMR Pearson Correlation .290* .036 .032 .137 .352** -.021 1 
Sig. (2-tailed) .011 .754 .781 .235 .002 .855  
N 77 77 77 77 77 77 77 
*. Correlation is significant at the 0.05 level (2-tailed). 







Appendix E: Panel Data Estimation (First Model with Oman) 
 
Dependent Variable: ISR   
Method: Panel Least Squares   
Date: 03/26/14   Time: 19:23   
Sample: 2001M01 2010M12   
Cross-sections included: 7   
Total panel (unbalanced) observations: 629  
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.276426 0.330555 0.836248 0.4033 
DLNCPI -0.613366 0.262469 -2.336912 0.0198 
DINTR 0.028605 0.045964 0.622346 0.5339 
DLNMS 0.101628 0.861059 0.118027 0.9061 
DLNOP 0.414672 0.117762 3.521279 0.0005 
DUNMR -0.179848 0.158925 -1.131654 0.2582 
SMR 0.219673 0.037499 5.858046 0.0000 
     
     
R-squared 0.099044     Mean dependent var 0.657963 
Adjusted R-squared 0.090353     S.D. dependent var 8.027897 
S.E. of regression 7.656641     Akaike info criterion 6.920090 
Sum squared resid 36464.22     Schwarz criterion 6.969548 
Log likelihood -2169.368     F-statistic 11.39626 
Durbin-Watson stat 1.995939     Prob(F-statistic) 0.000000 
     






Dependent Variable: ISR   
Method: Panel EGLS   
Date: 03/26/14   Time: 19:28   
Sample: 2001M01 2010M12   
Cross-sections included: 7   
Total panel (unbalanced) observations: 629  
Linear estimation after one-step weighting matrix 
White cross-section standard errors & covariance (d.f. corrected) 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.275370 0.145367 1.894306 0.0586 
DLNCPI -0.517615 0.095025 -5.447120 0.0000 
DINTR 0.013787 0.027753 0.496772 0.6195 
DLNMS 0.887752 0.197095 4.504173 0.0000 
DLNOP 0.324196 0.061941 5.233927 0.0000 
DUNMR -0.119015 0.075323 -1.580072 0.1146 
SMR 0.189942 0.033753 5.627452 0.0000 
     
     
 Weighted Statistics   
     
     
R-squared 0.211752     Mean dependent var 0.940517 
Adjusted R-squared 0.204148     S.D. dependent var 8.504983 
S.E. of regression 7.587339     Sum squared resid 35807.12 
F-statistic 27.84863     Durbin-Watson stat 2.013806 
Prob(F-statistic) 0.000000    
     
     
 Unweighted Statistics   
     
     
R-squared 0.095103     Mean dependent var 0.657963 
Sum squared resid 36623.72     Durbin-Watson stat 1.952526 
     














Dependent Variable: ISR   
Method: Panel Least Squares   
Date: 03/24/14   Time: 17:43   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 7   
Total panel (unbalanced) observations: 629  
White period standard errors & covariance (d.f. corrected) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.301958 0.081283 3.714894 0.0002 
DLNCPI -0.605709 0.135349 -4.475155 0.0000 
DINTR 0.027149 0.017122 1.585609 0.1133 
DLNMS 0.102320 0.460279 0.222301 0.8242 
DLNOP 0.413832 0.194652 2.126006 0.0339 
DUNMR -0.098195 0.135065 -0.727022 0.4675 
SMR 0.216416 0.041242 5.247434 0.0000 
     
     
 Effects Specification   
     
     
Cross-section fixed (dummy variables)  
     
     
R-squared 0.102923    Mean dependent var 0.657963 
Adjusted R-squared 0.085447    S.D. dependent var 8.027897 
S.E. of regression 7.677259    Akaike info criterion 6.934853 
Sum squared resid 36307.23    Schwarz criterion 7.026703 
Log likelihood -2168.011    Hannan-Quinn criter. 6.970533 
F-statistic 5.889541    Durbin-Watson stat 1.998359 
Prob(F-statistic) 0.000000    
     












Dependent Variable: ISR   
Method: Panel EGLS (Cross-section weights)  
Date: 03/24/14   Time: 17:48   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 7   
Total panel (unbalanced) observations: 629  
Linear estimation after one-step weighting matrix 
White period standard errors & covariance (no d.f. correction) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.276994 0.116864 2.370218 0.0181 
DLNCPI -0.534571 0.064098 -8.339951 0.0000 
DINTR 0.013638 0.013683 0.996683 0.3193 
DLNMS 0.798585 0.562359 1.420062 0.1561 
DLNOP 0.244106 0.122286 1.996183 0.0464 
DUNMR -0.187888 0.182314 -1.030574 0.3031 
SMR 0.179515 0.045819 3.917934 0.0001 
     
     
 Effects Specification   
     
     
Cross-section fixed (dummy variables)  
     
     
 Weighted Statistics   
     
     
R-squared 0.089345    Mean dependent var 0.777603 
Adjusted R-squared 0.071605    S.D. dependent var 7.919647 
S.E. of regression 7.629419    Sum squared resid 35856.15 
F-statistic 5.036355    Durbin-Watson stat 2.005899 
Prob(F-statistic) 0.000000    
     
     
 Unweighted Statistics   
     
     
R-squared 0.095361    Mean dependent var 0.657963 
Sum squared resid 36613.29    Durbin-Watson stat 1.937780 
     







Dependent Variable: ISR   
Method: Panel EGLS (Cross-section random effects) 
Date: 03/24/14   Time: 17:37   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 7   
Total panel (unbalanced) observations: 629  
Swamy and Arora estimator of component variances 
White period standard errors & covariance (no d.f. correction) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.276426 0.239998 1.151785 0.2499 
DLNCPI -0.613366 0.140526 -4.364797 0.0000 
DINTR 0.028605 0.016638 1.719289 0.0861 
DLNMS 0.101628 0.424214 0.239569 0.8107 
DLNOP 0.414672 0.193334 2.144846 0.0324 
DUNMR -0.179848 0.125601 -1.431894 0.1527 
SMR 0.219673 0.040603 5.410297 0.0000 
     
     
 Effects Specification   
   S.D.   Rho   
     
     
Cross-section random 3.78E-07 0.0000 
Idiosyncratic random 7.677259 1.0000 
     
     
 Weighted Statistics   
     
     
R-squared 0.099044    Mean dependent var 0.657963 
Adjusted R-squared 0.090353    S.D. dependent var 8.027897 
S.E. of regression 7.656641    Sum squared resid 36464.22 
F-statistic 11.39626    Durbin-Watson stat 1.995939 
Prob(F-statistic) 0.000000    
     
     
 Unweighted Statistics   
     
     
R-squared 0.099044    Mean dependent var 0.657963 
Sum squared resid 36464.22    Durbin-Watson stat 1.995939 
     





Appendix F: Panel Data Estimation (First Model without Oman) 
 
Dependent Variable: ISR   
Method: Panel Least Squares   
Date: 03/26/14   Time: 19:25   
Sample: 2001M01 2010M12   
Cross-sections included: 6   
Total panel (unbalanced) observations: 509  
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.305171 0.386192 0.790205 0.4298 
DLNCPI -0.642526 0.280287 -2.292387 0.0223 
DINTR 0.032819 0.049106 0.668338 0.5042 
DLNMS 0.044893 0.947603 0.047376 0.9622 
DLNOP 0.417450 0.138234 3.019880 0.0027 
DUNMR -0.151437 0.179367 -0.844286 0.3989 
SMR 0.209749 0.042381 4.949112 0.0000 
     
     
R-squared 0.090821     Mean dependent var 0.618407 
Adjusted R-squared 0.079955     S.D. dependent var 8.500599 
S.E. of regression 8.153688     Akaike info criterion 7.048475 
Sum squared resid 33374.28     Schwarz criterion 7.106681 
Log likelihood -1786.837     F-statistic 8.357790 
Durbin-Watson stat 1.957121     Prob(F-statistic) 0.000000 
     












Dependent Variable: ISR   
Method: Panel EGLS   
Date: 03/26/14   Time: 19:27   
Sample: 2001M01 2010M12   
Cross-sections included: 6   
Total panel (unbalanced) observations: 509  
Linear estimation after one-step weighting matrix 
White cross-section standard errors & covariance (d.f. corrected) 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.158918 0.192527 0.825429 0.4095 
DLNCPI -0.505148 0.090705 -5.569099 0.0000 
DINTR -0.007254 0.026280 -0.276011 0.7827 
DLNMS 0.757205 0.260933 2.901915 0.0039 
DLNOP 0.330747 0.066024 5.009499 0.0000 
DUNMR -0.130884 0.034166 -3.830845 0.0001 
SMR 0.209148 0.028707 7.285538 0.0000 
     
     
 Weighted Statistics   
     
     
R-squared 0.193080     Mean dependent var 0.960578 
Adjusted R-squared 0.183435     S.D. dependent var 9.645840 
S.E. of regression 8.085084     Sum squared resid 32815.03 
F-statistic 20.01974     Durbin-Watson stat 2.031944 
Prob(F-statistic) 0.000000    
     
     
 Unweighted Statistics   
     
     
R-squared 0.087238     Mean dependent var 0.618407 
Sum squared resid 33505.83     Durbin-Watson stat 1.948240 
     




Dependent Variable: ISR   
Method: Panel Least Squares   
Date: 03/24/14   Time: 17:49   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 6   
Total panel (unbalanced) observations: 509  
White period standard errors & covariance (d.f. corrected) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.316525 0.066055 4.791831 0.0000 
DLNCPI -0.634658 0.139973 -4.534152 0.0000 
DINTR 0.031419 0.017653 1.779824 0.0757 
DLNMS 0.043151 0.477657 0.090338 0.9281 
DLNOP 0.416373 0.239474 1.738696 0.0827 
DUNMR -0.051336 0.130714 -0.392736 0.6947 
SMR 0.205578 0.043806 4.692955 0.0000 
     
     
 Effects Specification   
     
     
Cross-section fixed (dummy variables)  
     
     
R-squared 0.095521    Mean dependent var 0.618407 
Adjusted R-squared 0.075502    S.D. dependent var 8.500599 
S.E. of regression 8.173395    Akaike info criterion 7.062939 
Sum squared resid 33201.78    Schwarz criterion 7.162722 
Log likelihood -1785.518    Hannan-Quinn criter. 7.102064 
F-statistic 4.771582    Durbin-Watson stat 1.959532 
Prob(F-statistic) 0.000001    
     










Dependent Variable: ISR   
Method: Panel EGLS (Cross-section weights)  
Date: 03/24/14   Time: 17:50   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 6   
Total panel (unbalanced) observations: 509  
Linear estimation after one-step weighting matrix 
White period standard errors & covariance (d.f. corrected) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.329971 0.090927 3.628975 0.0003 
DLNCPI -0.575428 0.053921 -10.67158 0.0000 
DINTR 0.019763 0.009878 2.000622 0.0460 
DLNMS 0.863659 0.718915 1.201337 0.2302 
DLNOP 0.190952 0.138330 1.380409 0.1681 
DUNMR -0.124281 0.172627 -0.719941 0.4719 
SMR 0.148235 0.041122 3.604798 0.0003 
     
     
 Effects Specification   
     
     
Cross-section fixed (dummy variables)  
     
     
 Weighted Statistics   
     
     
R-squared 0.071580    Mean dependent var 0.712564 
Adjusted R-squared 0.051031    S.D. dependent var 8.301568 
S.E. of regression 8.087025    Sum squared resid 32503.79 
F-statistic 3.483461    Durbin-Watson stat 1.927439 
Prob(F-statistic) 0.000105    
     
     
 Unweighted Statistics   
     
     
R-squared 0.082834    Mean dependent var 0.618407 
Sum squared resid 33667.50    Durbin-Watson stat 1.874293 
     






Dependent Variable: ISR   
Method: Panel EGLS (Period random effects)  
Date: 03/24/14   Time: 17:51   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 6   
Total panel (unbalanced) observations: 509  
Swamy and Arora estimator of component variances 
White cross-section standard errors & covariance (no d.f. correction) 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 0.405170 0.454952 0.890578 0.3736 
DLNCPI -0.584289 0.192471 -3.035732 0.0025 
DINTR 0.034041 0.027070 1.257516 0.2092 
DLNMS -0.211132 0.994493 -0.212301 0.8320 
DLNOP 0.394601 0.151164 2.610413 0.0093 
DUNMR -0.177105 0.163888 -1.080649 0.2804 
SMR 0.205398 0.060283 3.407241 0.0007 
     
     
 Effects Specification   
   S.D.   Rho   
     
     
Period random  2.383347 0.0852 
Idiosyncratic random 7.809064 0.9148 
     
     
 Weighted Statistics   
     
     
R-squared 0.074612    Mean dependent var 0.542332 
Adjusted R-squared 0.063551    S.D. dependent var 8.037972 
S.E. of regression 7.776046    Sum squared resid 30354.38 
F-statistic 6.745826    Durbin-Watson stat 1.939355 
Prob(F-statistic) 0.000001    
     
     
 Unweighted Statistics   
     
     
R-squared 0.090423    Mean dependent var 0.618407 
Sum squared resid 33388.91    Durbin-Watson stat 1.950645 
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Appendix G: White Heteroskedasticity Test-panel A (All GCC stock markets) 
White Heteroskedasticity Test: 
F-statistic 1.564129     Probability 0.035589 
Obs*R-squared 41.29711     Probability 0.038555 
     
Test Equation: 
Dependent Variable: RESID^2 
Method: Least Squares 
Date: 04/09/14   Time: 03:01 
Sample: 1 840 
Included observations: 629 
Excluded observations: 211 
Variable Coefficient Std. Error t-Statistic Prob.   
C -60.61157 159.0959 -0.380975 0.7034 
DLNCPI 152.6593 186.7312 0.817535 0.4139 
DLNCPI^2 6.927893 2.700405 2.565501 0.0105 
DLNCPI*DINTR -9.163715 24.66089 -0.371589 0.7103 
DLNCPI*DLNMS 64.81889 132.0652 0.490810 0.6237 
DLNCPI*DLNOP -26.72351 13.74365 -1.944427 0.0523 
DLNCPI*DUNMR -84.49202 21.52239 -3.925772 0.0001 
DLNCPI*SMR -0.112846 1.783815 -0.063261 0.9496 
DINTR 33.00148 44.69722 0.738334 0.4606 
DINTR^2 -2.448479 3.134071 -0.781246 0.4350 
DINTR*DLNMS -14.65929 15.50150 -0.945669 0.3447 
DINTR*DLNOP 0.707017 2.349567 0.300914 0.7636 
DINTR*DUNMR 4.168104 3.770339 1.105498 0.2694 
DINTR*SMR -1.057001 0.812909 -1.300269 0.1940 
DLNMS 89.06474 110.7679 0.804066 0.4217 
DLNMS^2 -13.76780 13.48319 -1.021109 0.3076 
DLNMS*DLNOP -1.806362 7.832821 -0.230614 0.8177 
DLNMS*DUNMR -2.494447 10.02963 -0.248708 0.8037 
DLNMS*SMR 1.397729 1.521947 0.918382 0.3588 
DLNOP -3.469504 17.69072 -0.196120 0.8446 
DLNOP^2 0.211138 0.525008 0.402161 0.6877 
DLNOP*DUNMR 0.591081 1.194896 0.494671 0.6210 
DLNOP*SMR 0.162197 0.238400 0.680357 0.4965 
DUNMR -28.32710 28.24116 -1.003043 0.3162 
DUNMR^2 -1.725578 0.803488 -2.147608 0.0321 
DUNMR*SMR 0.494923 0.476939 1.037707 0.2998 
SMR 8.472644 5.951352 1.423650 0.1551 
SMR^2 0.058676 0.040543 1.447247 0.1483 
R-squared 0.065655     Mean dependent var 58.03549 
Adjusted R-squared 0.023680     S.D. dependent var 148.7413 
S.E. of regression 146.9697     Akaike info criterion 12.86182 
Sum squared resid 12981659     Schwarz criterion 13.05965 
Log likelihood -4017.044     F-statistic 1.564129 






Appendix H: White Heteroskedasticity Test-panel A (All GCC stock markets 
without Oman). 
White Heteroskedasticity Test: 
F-statistic 1.744819     Probability 0.012422 
Obs*R-squared 45.40538     Probability 0.014730 
     
Test Equation: 
Dependent Variable: RESID^2 
Method: Least Squares 
Date: 05/11/14   Time: 11:34 
Sample: 1 720 
Included observations: 509 
Excluded observations: 211 
Variable Coefficient Std. Error t-Statistic Prob.   
C -13.69958 187.4309 -0.073091 0.9418 
DLNCPI 256.4359 240.1118 1.067985 0.2861 
DLNCPI^2 1.161081 3.626444 0.320171 0.7490 
DLNCPI*DINTR -35.34422 36.21739 -0.975891 0.3296 
DLNCPI*DLNMS 205.3447 182.1138 1.127562 0.2601 
DLNCPI*DLNOP -14.29312 18.12672 -0.788511 0.4308 
DLNCPI*DUNMR -11.80906 26.79780 -0.440673 0.6596 
DLNCPI*SMR 1.892542 1.978002 0.956795 0.3392 
DINTR 38.10788 55.22586 0.690037 0.4905 
DINTR^2 -3.051518 4.202523 -0.726116 0.4681 
DINTR*DLNMS -11.63648 17.84152 -0.652213 0.5146 
DINTR*DLNOP 1.014188 2.884259 0.351628 0.7253 
DINTR*DUNMR 2.120891 3.765373 0.563262 0.5735 
DINTR*SMR -1.381053 0.957149 -1.442882 0.1497 
DLNMS 47.08692 128.9085 0.365274 0.7151 
DLNMS^2 -6.599019 14.31125 -0.461107 0.6449 
DLNMS*DLNOP -1.561750 8.909341 -0.175294 0.8609 
DLNMS*DUNMR 5.776843 15.49723 0.372766 0.7095 
DLNMS*SMR 1.019258 1.656510 0.615304 0.5386 
DLNOP -7.046887 21.10907 -0.333832 0.7387 
DLNOP^2 -0.021784 0.625907 -0.034803 0.9723 
DLNOP*DUNMR 0.242422 1.218669 0.198924 0.8424 
DLNOP*SMR 0.132381 0.279579 0.473504 0.6361 
DUNMR -45.32525 27.09636 -1.672743 0.0950 
DUNMR^2 3.480020 0.900781 3.863336 0.0001 
DUNMR*SMR 0.280788 0.368561 0.761850 0.4465 
SMR 9.286361 6.780190 1.369631 0.1714 
SMR^2 0.076166 0.046111 1.651824 0.0992 
R-squared 0.089205     Mean dependent var 65.52990 
Adjusted R-squared 0.038079     S.D. dependent var 163.7471 
S.E. of regression 160.5992     Akaike info criterion 13.04914 
Sum squared resid 12405996     Schwarz criterion 13.28197 
Log likelihood -3293.006     F-statistic 1.744819 





Appendix I: Hausman Test (First Model with Oman) 
Correlated Random Effects - Hausman Test  
Equation: Untitled   
Test period random effects   
     
     
Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  
     
     Period random 5.362408 6 0.4982 
     
          
Period random effects test comparisons:  
     
Variable Fixed   Random  Var(Diff.)  Prob.  
     
     DLNCPI -0.373744 -0.531646 0.014601 0.1913 
DINTR 0.035854 0.029840 0.000258 0.7081 
DLNMS -0.628420 -0.158216 0.156822 0.2351 
DLNOP 0.305697 0.380094 0.034845 0.6902 
DUNMR -0.250378 -0.196831 0.008020 0.5499 
SMR 0.164068 0.211911 0.001115 0.1520 
     
          
Period random effects test equation:  
Dependent Variable: ISR   
Method: Panel Least Squares   
Date: 03/27/14   Time: 16:24   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 7   
Total panel (unbalanced) observations: 629  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 0.425401 0.331791 1.282136 0.2004 
DLNCPI -0.373744 0.291575 -1.281810 0.2005 
DINTR 0.035854 0.048166 0.744372 0.4570 
DLNMS -0.628420 0.946844 -0.663700 0.5072 
DLNOP 0.305697 0.228796 1.336114 0.1821 
DUNMR -0.250378 0.181681 -1.378116 0.1688 
SMR 0.164068 0.052222 3.141719 0.0018 
     
      Effects Specification   
     
     Period fixed (dummy variables)  
     
     R-squared 0.340469    Mean dependent var 0.657963 
Adjusted R-squared 0.176570    S.D. dependent var 8.027897 
S.E. of regression 7.284759    Akaike info criterion 6.986541 
Sum squared resid 26693.06    Schwarz criterion 7.876780 
Log likelihood -2071.267    Hannan-Quinn criter. 7.332358 
F-statistic 2.077306    Durbin-Watson stat 1.913999 
Prob(F-statistic) 0.000000    
     




Appendix J: Hausman Test (First Model without Oman) 
Correlated Random Effects - Hausman Test  
Equation: Untitled   
Test period random effects   
     
     
Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  
     
     Period random 5.567632 6 0.4733 
     
          
Period random effects test comparisons:  
     
Variable Fixed   Random  Var(Diff.)  Prob.  
     
     DLNCPI -0.408044 -0.584289 0.024214 0.2574 
DINTR 0.043422 0.034041 0.000407 0.6420 
DLNMS -0.908731 -0.211132 0.229363 0.1452 
DLNOP 0.318435 0.394601 0.041548 0.7087 
DUNMR -0.348106 -0.177105 0.022360 0.2528 
SMR 0.153869 0.205398 0.001620 0.2004 
     
          
Period random effects test equation:  
Dependent Variable: ISR   
Method: Panel Least Squares   
Date: 03/27/14   Time: 16:26   
Sample: 2001M01 2010M12   
Periods included: 120   
Cross-sections included: 6   
Total panel (unbalanced) observations: 509  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 0.483650 0.387143 1.249282 0.2123 
DLNCPI -0.408044 0.324713 -1.256629 0.2097 
DINTR 0.043422 0.052767 0.822902 0.4111 
DLNMS -0.908731 1.059503 -0.857696 0.3916 
DLNOP 0.318435 0.253170 1.257792 0.2092 
DUNMR -0.348106 0.232328 -1.498336 0.1349 
SMR 0.153869 0.060084 2.560919 0.0108 
     
      Effects Specification   
     
     Period fixed (dummy variables)  
     
     R-squared 0.363741    Mean dependent var 0.618407 
Adjusted R-squared 0.156085    S.D. dependent var 8.500599 
S.E. of regression 7.809064    Akaike info criterion 7.159123 
Sum squared resid 23355.91    Schwarz criterion 8.206841 
Log likelihood -1695.997    Hannan-Quinn criter. 7.569932 
F-statistic 1.751649    Durbin-Watson stat 1.887541 
Prob(F-statistic) 0.000027    
     




Appendix K: Panel Data Estimation for Panel B (Second model) 
Dependent Variable: ICSR   
Method: Panel Least Squares   
Date: 04/03/14   Time: 18:49   
Sample: 2001 2010   
Periods included: 10   
Cross-sections included: 60   
Total panel (unbalanced) observations: 358  
White cross-section standard errors & covariance (d.f. corrected) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 19.77977 9.766348 2.025298 0.0436 
EPS -0.009971 0.056159 -0.177556 0.8592 
DY -0.484471 0.510447 -0.949110 0.3432 
LEV -0.257163 0.144379 -1.781175 0.0758 
LR -4.024317 1.870541 -2.151419 0.0321 
REID -7.176678 14.26292 -0.503170 0.6152 
SM -0.512195 0.161253 -3.176334 0.0016 
AFFIN -2.249034 2.395738 -0.938765 0.3485 
SUO -1.980219 1.538060 -1.287479 0.1988 
DLNCPI -1.022439 0.546646 -1.870388 0.0623 
DLNMS -1.953127 2.495011 -0.782813 0.4343 
DLNOP 0.514388 0.561849 0.915527 0.3606 
DUNMR 0.001600 0.238449 0.006709 0.9947 
SMR 0.305955 0.084137 3.636380 0.0003 
     
     
R-squared 0.186142    Mean dependent var 8.682778 
Adjusted R-squared 0.155386    S.D. dependent var 39.93881 
S.E. of regression 36.70492    Akaike info criterion 10.08202 
Sum squared resid 463454.3    Schwarz criterion 10.23377 
Log likelihood -1790.681    Hannan-Quinn criter. 10.14237 
F-statistic 6.052174    Durbin-Watson stat 2.062765 
Prob(F-statistic) 0.000000    
     





Dependent Variable: ICSR   
Method: Panel EGLS (Cross-section weights)  
Date: 04/05/14   Time: 00:25   
Sample: 2001 2010   
Periods included: 10   
Cross-sections included: 60   
Total panel (unbalanced) observations: 358  
Linear estimation after one-step weighting matrix 
White period standard errors & covariance (d.f. corrected) 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 10.44337 3.831834 2.725423 0.0068 
EPS 0.062272 0.036591 1.701834 0.0897 
DY -0.570584 0.314974 -1.811528 0.0709 
LEV -0.222103 0.115687 -1.919852 0.0557 
LR -1.608692 2.035473 -0.790328 0.4299 
REID 7.428558 10.25895 0.724105 0.4695 
SM -0.365715 0.117617 -3.109356 0.0020 
AFFIN -0.123774 3.001888 -0.041232 0.9671 
SUO -0.523185 2.251873 -0.232333 0.8164 
DLNCPI -0.922411 0.296799 -3.107862 0.0020 
DLNMS -2.024675 1.516421 -1.335167 0.1827 
DLNOP 0.821506 0.424119 1.936969 0.0536 
DUNMR -0.053657 0.094850 -0.565697 0.5720 
SMR 0.206482 0.062987 3.278184 0.0012 
     
     
 Weighted Statistics   
     
     
R-squared 0.285575    Mean dependent var 8.694061 
Adjusted R-squared 0.258577    S.D. dependent var 41.62473 
S.E. of regression 35.89122    Sum squared resid 443133.8 
F-statistic 10.57742    Durbin-Watson stat 2.062761 
Prob(F-statistic) 0.000000    
     
    





Dependent Variable: ICSR   
Method: Panel Least Squares   
Date: 04/03/14   Time: 19:01   
Sample: 2001 2010   
Periods included: 10   
Cross-sections included: 60   
Total panel (unbalanced) observations: 358  
White cross-section standard errors & covariance (no d.f. correction) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 26.53392 12.32619 2.152646 0.0321 
EPS -0.009892 0.041191 -0.240142 0.8104 
DY -0.650246 0.561832 -1.157368 0.2479 
LEV -0.149191 0.138433 -1.077706 0.2819 
LR -4.290469 1.672103 -2.565912 0.0107 
REID -6.903030 15.89736 -0.434225 0.6644 
SM -0.637608 0.163117 -3.908898 0.0001 
AFFIN -3.094775 2.435274 -1.270812 0.2047 
SUO -1.102349 1.677585 -0.657105 0.5116 
DLNCPI 0.163803 1.264926 0.129496 0.8970 
DLNMS -5.142757 2.765270 -1.859767 0.0638 
DLNOP -0.123963 2.305522 -0.053768 0.9572 
DUNMR 0.009032 0.160139 0.056401 0.9551 
SMR 0.372294 0.108622 3.427438 0.0007 
     
     
 Effects Specification   
     
     
Period fixed (dummy variables)  
     
     
R-squared 0.250782    Mean dependent var 8.682778 
Adjusted R-squared 0.201580    S.D. dependent var 39.93881 
S.E. of regression 35.68706    Akaike info criterion 10.04954 
Sum squared resid 426644.8    Schwarz criterion 10.29885 
Log likelihood -1775.868    Hannan-Quinn criter. 10.14869 
F-statistic 5.096958    Durbin-Watson stat 2.062937 
Prob(F-statistic) 0.000000    
     






Dependent Variable: ICSR   
Method: Panel EGLS (Period weights)  
Date: 04/03/14   Time: 19:02   
Sample: 2001 2010   
Periods included: 10   
Cross-sections included: 60   
Total panel (unbalanced) observations: 358  
Linear estimation after one-step weighting matrix 
White period standard errors & covariance (no d.f. correction) 
     
     
Variable Coefficient Std. Error t-Statistic Prob.   
     
     
C 18.19718 6.790464 2.679814 0.0077 
EPS -0.003407 0.047894 -0.071131 0.9433 
DY -0.495834 0.488438 -1.015142 0.3108 
LEV -0.060086 0.078299 -0.767389 0.4434 
LR -3.568724 3.578906 -0.997155 0.3194 
REID 10.09212 11.20996 0.900281 0.3686 
SM -0.572661 0.189003 -3.029902 0.0026 
AFFIN -3.612973 1.564942 -2.308695 0.0216 
SUO -1.379481 2.537409 -0.543657 0.5870 
DLNCPI -0.026340 0.499532 -0.052730 0.9580 
DLNMS -4.511228 2.116077 -2.131883 0.0337 
DLNOP 0.706885 1.780536 0.397007 0.6916 
DUNMR 0.144573 0.114766 1.259717 0.2086 
SMR 0.355114 0.102296 3.471433 0.0006 
     
     
 Effects Specification   
     
     
Period fixed (dummy variables)  
     
     
 Weighted Statistics   
     
     
R-squared 0.231932    Mean dependent var 7.663563 
Adjusted R-squared 0.181492    S.D. dependent var 39.07438 
S.E. of regression 35.54037    Sum squared resid 423144.4 
F-statistic 4.598152    Durbin-Watson stat 2.021830 
Prob(F-statistic) 0.000000    
     
     
 Unweighted Statistics   
     
     
R-squared 0.246126    Mean dependent var 8.682778 




Dependent Variable: ICSR   
Method: Panel EGLS (Cross-section random effects) 
Date: 04/03/14   Time: 19:05   
Sample: 2001 2010   
Periods included: 10   
Cross-sections included: 60   
Total panel (unbalanced) observations: 358  
Swamy and Arora estimator of component variances 
White cross-section standard errors & covariance (no d.f. correction) 
WARNING: estimated coefficient covariance matrix is of reduced rank 
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 19.79579 9.772739 2.025614 0.0436 
EPS -0.011498 0.059493 -0.193271 0.8469 
DY -0.470963 0.498387 -0.944974 0.3453 
LEV -0.234272 0.129988 -1.802251 0.0724 
LR -3.966535 1.842725 -2.152537 0.0321 
REID -9.498331 14.62715 -0.649363 0.5165 
SM -0.483465 0.165158 -2.927294 0.0036 
AFFIN -2.142420 2.455949 -0.872339 0.3836 
SUO -2.220317 1.554673 -1.428157 0.1542 
DLNCPI -1.010455 0.522277 -1.934711 0.0538 
DLNMS -1.898478 2.399765 -0.791110 0.4294 
DLNOP 0.511020 0.538204 0.949490 0.3430 
DUNMR -0.011196 0.231218 -0.048423 0.9614 
SMR 0.304370 0.080789 3.767455 0.0002 
     
      Effects Specification   
   S.D.   Rho   
     
     Cross-section random 5.247708 0.0220 
Idiosyncratic random 35.00039 0.9780 
     
      Weighted Statistics   
     
     R-squared 0.185971    Mean dependent var 7.996332 
Adjusted R-squared 0.155208    S.D. dependent var 39.47661 
S.E. of regression 36.28456    Sum squared resid 452899.7 
F-statistic 6.045319    Durbin-Watson stat 2.106536 
Prob(F-statistic) 0.000000    
     
      Unweighted Statistics   
     
     R-squared 0.185971    Mean dependent var 8.682778 
Sum squared resid 463552.0    Durbin-Watson stat 2.058129 
     




Appendix L: White Heteroskedasticity Test-panel B 
White Heteroskedasticity Test: 
F-statistic 1.656604     Probability 0.024936 
Obs*R-squared 41.22115     Probability 0.029480 
     
Test Equation: 
Dependent Variable: RESID^2 
Method: Least Squares 
Date: 03/31/14   Time: 16:01 
Sample: 2 600 
Included observations: 358 
Excluded observations: 241 
White Heteroskedasticity-Consistent Standard Errors & Covariance 
Variable Coefficient Std. Error t-Statistic Prob.   
C 2272.946 737.2522 3.082996 0.0022 
EPS -5.359713 6.653442 -0.805555 0.4211 
EPS^2 0.015560 0.033389 0.466020 0.6415 
DY -126.4526 83.44576 -1.515387 0.1306 
DY^2 5.286666 4.855010 1.088909 0.2770 
LEV 48.53616 140.6249 0.345146 0.7302 
LEV^2 -0.643069 1.382486 -0.465154 0.6421 
LR 133.5740 754.6761 0.176995 0.8596 
LR^2 -28.39000 137.7816 -0.206051 0.8369 
REID -1574.574 2849.989 -0.552484 0.5810 
REID^2 1168.955 6136.505 0.190492 0.8490 
SM -62.05438 39.54724 -1.569120 0.1176 
SM^2 0.491173 0.518492 0.947311 0.3442 
AFFIN -429.8870 332.8434 -1.291560 0.1974 
AFFIN^2 71.34476 83.93111 0.850040 0.3959 
SUO 149.8354 416.9161 0.359390 0.7195 
SUO^2 -94.57800 83.54974 -1.131996 0.2585 
DLNCPI 40.35671 56.77265 0.710848 0.4777 
DLNCPI^2 0.716929 3.723084 0.192563 0.8474 
DLNMS -26.38020 352.7168 -0.074791 0.9404 
DLNMS^2 -41.30209 55.01392 -0.750757 0.4533 
DLNOP 73.05547 61.67557 1.184512 0.2371 
DLNOP^2 -1.398144 5.044903 -0.277140 0.7818 
DUNMR -15.00295 12.41882 -1.208082 0.2279 
DUNMR^2 -0.892036 0.492020 -1.813006 0.0707 
SMR -4.242746 10.62880 -0.399175 0.6900 
SMR^2 0.193490 0.113034 1.711777 0.0879 
R-squared 0.115143     Mean dependent var 1294.565 
Adjusted R-squared 0.045637     S.D. dependent var 2952.166 
S.E. of regression 2884.014     Akaike info criterion 18.84418 
Sum squared resid 2.75E+09     Schwarz criterion 19.13684 
Log likelihood -3346.108     F-statistic 1.656604 






Appendix M: Hausman Test (Second Model) 
 
Correlated Random Effects - Hausman Test  
Equation: Untitled   
Test cross-section random effects  
     
     
Test Summary 
Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  
     
     Cross-section random 37.932852 13 0.0003 
     
          
Cross-section random effects test comparisons: 
     
Variable Fixed   Random  Var(Diff.)  Prob.  
     
     EPS -0.006773 -0.011498 0.002060 0.9171 
DY -0.682074 -0.470963 0.172365 0.6111 
LEV -0.077487 -0.234272 0.027627 0.3455 
LR -3.377457 -3.966535 8.790398 0.8425 
REID -29.308345 -9.498331 464.027044 0.3578 
SM -0.172291 -0.483465 0.030949 0.0769 
AFFIN -0.615463 -2.142420 9.812372 0.6259 
SUO -5.017515 -2.220317 2.609440 0.0833 
DLNCPI -0.935734 -1.010455 0.003441 0.2027 
DLNMS -1.466279 -1.898478 0.301327 0.4311 
DLNOP 0.419092 0.511020 0.017618 0.4886 
DUNMR -0.113216 -0.011196 0.007739 0.2462 
SMR 0.276147 0.304370 0.000255 0.0770 
     
          
Cross-section random effects test equation:  
Dependent Variable: ICSR   
Method: Panel Least Squares   
Date: 03/29/14   Time: 17:43   
Sample: 2001 2010   
Periods included: 10   
Cross-sections included: 60   
Total panel (unbalanced) observations: 358  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 21.11353 9.083918 2.324275 0.0208 
EPS -0.006773 0.075017 -0.090282 0.9281 
DY -0.682074 0.677380 -1.006930 0.3148 
LEV -0.077487 0.395133 -0.196104 0.8447 
LR -3.377457 4.964062 -0.680382 0.4968 
REID -29.30835 28.38887 -1.032388 0.3028 
SM -0.172291 0.270467 -0.637013 0.5246 
AFFIN -0.615463 4.432423 -0.138855 0.8897 
SUO -5.017515 3.404086 -1.473968 0.1416 
DLNCPI -0.935734 0.419368 -2.231294 0.0264 
DLNMS -1.466279 2.120613 -0.691441 0.4899 
DLNOP 0.419092 0.562660 0.744841 0.4570 
DUNMR -0.113216 0.173925 -0.650945 0.5156 
SMR 0.276147 0.073640 3.749930 0.0002 
     
      Effects Specification   
     
     
289 
 
Cross-section fixed (dummy variables)  
     
     R-squared 0.386899    Mean dependent var 8.682778 
Adjusted R-squared 0.232010    S.D. dependent var 39.93881 
S.E. of regression 35.00039    Akaike info criterion 10.12837 
Sum squared resid 349132.7    Schwarz criterion 10.91965 
Log likelihood -1739.979    Hannan-Quinn criter. 10.44307 
F-statistic 2.497914    Durbin-Watson stat 2.713502 
Prob(F-statistic) 0.000000    
     
























Appendix N: Critical Values for the Durbin-Watson Test: 1% significance level:  



















0 dL dU 2 4-dU 4-dL 
 
1.692602 
 
1.818564 
4-1.818564= 
2.181436 
4-1.692602= 
2.307398 
Acceptable Area 
